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MUTUAL SECURITY ACT OF 1960 


TUESDAY, MARCH 22, 1960 


Unirep Srates SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a.m., in room 4221, 
New Senate Office Building, Senator J. W. Fulbright (chairman) 
presiding. 

Present: Senators Fulbright (presiding), Green, Gore, Lausche, 
Church, Wiley, Hickenlooper, Aiken, Carlson, and Williams. 


OPENING STATEMENT 


The CuarrmMan. The committee will come to order. The Commit- 
tee on Foreign Relations is convening this morning to begin consid- 
eration of S. 3058 which I introduced by request on February 18. 

(The bill referred to is as follows :) 


[S. 3058, 86th Cong., 2d sess. ] 


A BILL To amend further the Mutual Security Act of 1954, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatiwes of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Mutual Security Act of 1960”. 


CHAPTER I—MILITARY ASSISTANCE 
MILITARY ASSISTANCE 


Sec. 101. Section 105(b) (4) of tbe Mutual Security Act of 1954, as amended, 
which relates to conditions applicable to military assistance, is amended by 
striking out the last sentence. 


CHAPTER II—EcoNnoMic ASSISTANCE 
DEFENSE SUPPORT 


Src. 201. Title I of chapter II of the Mutual Security Act of 1954, as amended, 
which relates to defense support, is amended as follows: 

(a) In section 131(b), which relates to general authority, strike out “1960” 
and “$751,000,000” and substitute “1961” and “$724,000,000”, respectively. 

(b) In section 141, which relates to conditions of eligibility for assistance, 
strike out ‘““No such assistance” in the second sentence and substitute “No defense 
support or military equipment and materials”’. 

(¢) In section 142(a), which relates to agreements, strike out “No assistance” 
in the introductory clause and substitute “No defense support or military equip- 
nent and materials”. 

DEVELOPMENT LOAN FUND 


Seo. 202. Section 205(a) of the Mutual Security Act of 1954, as amended, 
which relates to management, powers, and authorities, is amended by striking 
out “Under Secretary of State for Economic Affairs” in the first sentence and 
substituting “Secretary of State”. 
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TECHNICAL COOPERATION 


Sec. 203. Title III of chapter II of the Mutual Security Act of 1954, as 
amended, which relates to technical cooperation, is amended as follows: 

(a) In section 304, which relates to authorization, strike out ‘$179,500,000” 
and “1960” and substitute “$172,000,000” and ‘1961’, respectively. 

(b) Amend section 306, which relates to multilateral technical cooperation and 
related programs, as follows: 

(1) In subsection (a), which relates to contributions to the United Nations 
Expanded Program of Technical Assistance and related fund, strike out 
“$300,000,000” and “1960” and substitute ‘$33,000,000” and “1961”, respectively, 

(2) In subsection (b), which relates to contributions to the technical eo- 
operation program of the Organization of American States, strike out “1960” 
and substitute “1961”. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Sec. 204. Title IV of chapter II of the Mutual Security Act of 1954, as 
amended, which relates to special assistance and other programs, is amended 
as follows: 

(a) In section 400(a), which relates to special assistance, strike out “1969” 
and “$247,500,000” and substitute “1961” and “$268,500,000”, respectively. 

(b) In section 401, which relates to the United Nations Emergency Force, 
strike out “1960” in the second sentence and substitute “1961”. 

(c) In section 402, which relates to earmarking of funds, strike out “1960” 
in the first sentence and substitute “1961”. 

(d) In section 403, which relates to responsibilities in Germany, strike out 
“1960” and “$7,500,000” in the first sentence and substitute “1961” and 
“$6,750,000”, respectively. 

(e) Insert after section 403 the following new section 404: 

“Sec. 404. Inpus BASIN DEVELOPMENT.—The Congress of the United States 
welcomes the progress made through the good offices of the International Bank 
for Reconstruction and Development toward the development of the Indus Basin 
through a program of cooperation among south Asian and other nations of the 
free world in order to promote economic growth and political stability in south 
Asia, and affirms the willingness of the United States, pursuant to authorities 
contained in this and other Acts, to participate in this significant undertaking. 
In the event that funds appropriated pursuant to this Act are made available to 
be used by or under the supervision of the International Bank for Reconstrue 
tion and Development in furtherance of the foregoing purposes, such funds may 
be used in accordance with requirements, standards, or procedures established by 
the Bank concerning completion of plans and cost estimates and determination of 
feasibility, rather than with requirements, standards, or procedures concerning 
such matters set forth in this or other Acts; and such funds may also be used 
without regard to the provisions of section 901(b) of the Merchant Marine Act 
of 1936, as amended (46 U.S.C. 1241), whenever the President determines that 
such provisions cannot be fully satisfied without seriously impeding or prevent- 
ing accomplishment of such purposes.”’. 

(f) Amend section 405, which relates to migrants, refugees, and escapees, as 
follows: 

(1) In subsection (c), which relates to contributions to the program of the 
United Nations High Commissioner for Refugees, strike out “1960” and 
“$1,100,000” and substitute “1961” and “$1,500,000”, respectively. 

(2) In subsection (d), which relates to the continuation of activities under- 
taken for selected escapees, strike out “1960” and “$5,200,000” and substitute 
“1961” and “$3,500,000”, respectively. 

(gz) In section 406, which relates to children’s welfare, strike out “1960” and 
substitute “1961”. 

(h) In section 407, which relates to Palestine refugees in the Near East, strike 
out “1960” and “$25,000,000” in the first sentence and substitute “1961” and 
“$18,500,000”, respectively ; and strike out the proviso in the first sentence. 

(i) In section 409(c), which relates to ocean freight charges, strike out “1960” 
and “$2,300,000” and substitute “1961” and “$2,000,000”, respectively. 

(j) Amend section 411, which relates to administrative and other expenses, 
as follows: 
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(1) In subsection (b), which relates to certain expenses of administering non- 
military assistance, strike out “1960” and “$39,500,000” and substitute “1961” 
and “$40,000,000”, respectively. 

(2) In subsection (c), which relates to administrative and other expenses 
of the Department of State, strike out “to” after “appropriated” and substitute 
“for expenses of’’. 

(k) Section 412, which relates to the President’s special education and train- 
ing fund, is repealed. 

(1) In section 419(a), which relates to atoms for peace, strike out “1960” and 
“$6,500,000” and substitute “1961” and “$3,400,000”, respectively. 


CHAPTER III—ConTINGENCY FUND 


Sec. 301. Section 451(b) of the Mutual Security Act of 1954, as amended, 
which relates to the President’s special authority and contingency fund, is 
amended by striking out “1960” and “$155,000,000” in the first sentence and sub- 
stituting “1961” and “$175,000,000”, respectively. 


CHAPTER IV—GENERAL AND ADMINISTRATIVE PROVISIONS 


Sec. 401. Chapter IV of the Mutual Security Act of 1954, as amended, which 
relates to general and administrative provisions, is amended as follows: 

(a) Section 504(d), which relates to small machine tools and other industrial 
equipment, is repealed. 

(b) In section 505(a), which relates to loan assistance and sales, insert after 
the first sentence the following new sentence: “Commodities, equipment, and 
materials transferred to the United States as repayment may be used for assist- 
ance authorized by this Act, other than title II of chapter II, in accordance with 
the provisions of this Act applicable to the furnishing of such assistance.”. 

(c) In section 513, which relates to notice to legislative committees, insert 
before “, and copies” in the last sentence the following: “and under the last 
clause of the second sentence of section 404”’. 

(d) Amend section 527, which relates to employment of personnel, as follows: 

(1) In subsection (b), which relates te employment of personnel in the United 
States, strike out “seventy” and “forty-five” in the first sentence and substitute 
“seventy-eight” and “fifty-three”, respectively. 

(2) In subsection (c), which relates to employment of personnel outside the 
United States, strike out “Director” in the introductory clause and substitute 
“President”; and insert before the period at the end of paragraph (2) the fol- 
lowing new proviso: “: Provided further, That Foreign Service Reserve officers 
appointed, or assigned pursuant to this paragraph shall receive in-class promo- 
tions in accordance with such regulations as the President may prescribe”. 

(3) In subsection (d), which relates to appointment of alien employees out- 
side the United States, strike out “, at the request of the Director’. 

(e) Section 531, which relates to security clearance, is repealed. 

(f) In section 534(a), which relates to reports, strike out “six months” in the 
first sentence and substitute “fiscal year”. 

(g) In section 537(a), which relates to provisions on uses of funds, amend 
paragraph (3) to read as follows: “(3) contracting with individuals for per- 
sonal services abroad: Provided, That such individuals shall not be regarded as 
employees of the United States for the purpose of any law administered by the 
Civil Service Commission ;’’. 

(h) In section 537(c), which relates to construction or acquisition of facili- 
ties abroad, strike out “$2,750,000” and substitute “$4,250,000”. 


CHAPTER V—TECHNICAL AMENDMENTS REFLECTING NEw LIMITS OF UNITED 
STATES 


Pa 501. The Mutual Security Act of 1954, as amended, is amended as 
ollows : 


(a) In section 205(c), strike out “continental” in the twelfth clause of the 
first sentence. 
(b) In section 411(d), strike out “the continental limits of”. 


(c) In section 527(c), strike out “the continental limits of” in the intro- 
ductory clause. 


(d) In section 527(d), strike out “the continental limits of”. 
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(e) In section 530(a), strike out “the continental limits of”. 

(f) In section 537(a), strike out “continental” in the last proviso of para- 
graph (5) and in paragraphs (13) and (17); and strike out “the continental] 
limits of” in paragraph (10). 


CHAPTER VI—AMENDMENTS TO OTHER LAWS 


Sec. 601. Title II of the Agricultural Trade Development and Assistance Act 
of 1954, as amended (7 U.S.C. 1721 and the following), which relates to famine 
relief and other assistance, is amended as follows: 

(a) In section 202, strike out ‘The’ at the beginning thereof and substitute 
the following: “In order to facilitate the utilization of surplus agricultural com- 
modities in meeting the requirements of needy peoples, and in order to promote 
economic development in underdeveloped areas in addition to that which can be 
accomplished under title I of this Act, the’. 

(b) In section 203, insert before the period at the end of the third sentence the 
following: “, and charges for general average contributions arising out of the 
ocean transport of commodities transferred pursuant hereto may be paid from 
such funds”. 

Sec. 602. Section 501(b) of the Mutual Security Act of 1959 (73 Stat. 256), 
which relates to international cooperation in health, is repealed. 

Sec. 608. Section 2 of Public Law 174, Seventy-ninth Congress, as 
amended (22 U.S.C. 279a), which relates to United States membership in the 
United Nations Food and Agriculture Organization, is amended by inserting 
“such” before “sums” and striking out “not exceeding $3,000,000”. 

Sec. 604. Section 3(a) of Public Law 403, Eightieth Congress, as amended 
(22 U.S.C. 280b), which relates to United States membership in the South 
Pacific Commission, is amended by striking out “Not more than $75,000 an- 
nually” and substituting “Such sums annually as may be required.” 


PROPOSED MUTUAL SECURITY PROGRAM 


The Crarrman. This bill gives effect to the President’s message of 
February 16 in which he requested economic and military assistance 
appropriations for fiscal year 1961 of $4,175 million, and authoriza- 
tions in the amount of $1,454,900,000. The Mutual Security Program 
has apparently become an essential part of our foreign policy. Since 
the end of World War II every President, Republican and Demo- 
cratic, every Secretary of State, both Republican and Democratic, 
every Chairman of the Joint Chiefs of Staff, and every Congress has 
endorsed as essential to the national interests of this Nation the 
bundle of the programs contained in this and earlier legislation. 

Mr. Secretary, despite this nonpartisan support which has been 
given to these programs, they are not popular. For some reason they 
excite bitter animosity. Despite the fact that war or v solent economic 
disturbances on practically every part of this planet would involve 
the United States, many Americans believe that these programs are 
a waste of money. 

Despite the fact that the Soviet Union provides military and eco- 
nomic assistance to the Soviet bloc, and selectively distributes eco- 
nomic-and military assistance to nonbloc countries, this does not seem 
to concern many of our most vehement anti-Communists who con- 
tinue to oppose these programs. Perhaps, Mr. Secretary, you, speak- 
ing for yourself and the President, may once again try to put these 
programs into a perspective which will enable the American people to 
understand their intrinsic worth to the Nation. 

We are very glad indeed to have you once again before us. I am 
sure you will receive a sympathetic hearing from members of this 
committee. 
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STATEMENT OF HON. CHRISTIAN A. HERTER, SECRETARY OF 
STATE 


Secretary Herrer. Mr. Chairman, I thank you very much for that 
very concise statement that you have just made in summing up the 
situation with regard to the Mutual Security Program. 

I am delighted to be here as you inaugurate your annual review of 
this program. 

It is indeed fitting that we jointly engage in this periodie assessment 
of our national interests abroad, of the factors for good and for evil 
which confront us, and of the policies and programs which we should 
pursue in these circumstances. _ 

The examination of executive branch conclusions and proposals 
from the perspective of our elected representatives in the legislative 
branch is a healthy process and one which has proven its value many 
times. 

I would like to speak briefly this morning with regard to our as- 
sessment of the international scene and the importance of the Mutual 
Security Program as an essential instrument of our foreign policy. 

As you know, we face in the coming months a period of negotiations 
of critical importance. The extent or degree to which these nego- 
tiations may succeed in reducing international tensions or the burden 
of military expense cannot. be predicted. 

We must and we shall continue to demonstrate our will for peace 
and the peaceful solution of international conflicts. 


HARSH AND BASIC. FACTS 


The fact of discussions, of negotiations, is of course a hopeful 
portent. However, it is not a fact. which of itself alters the basic 
conflict of ideas and ideologies. Nor does it warrant any relaxation 
of our efforts to safeguard ourselves and our friends and allies from 
the menace of international communism. 

For we must look at the world as it is and at the realities with 
which we are confronted. The harsh and basic fact is that we live in 
a world in which but a fraction of the world’s peoples enjoy both 
freedom and prosperity. 

The harsh and basic fact is that. approximately a third of the peo- 
ple of the world live under the domination and control of a Com- 
munist dictatorship. 

The harsh and basic fact is that outside the Communist bloe hun- 
dreds of millions of people in the world today are struggling to rid 
themselves of the curse of poverty, and that these peoples are greatly 
concerned to find the shortest and most effective way to improve their 
material conditions. 

Most important, there can be no doubt that the goal of communism 
remains unchanged. The Communists believe that it is inevitable 
that the capitalistic system must collapse and that it must be succeeded 
by classless socialist societies. They believe that those who under- 
stand this principle of historic inevitability have a right and an obli- 
gation to impose their views on others for the furtherance of the 
cause, 
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These men believe that any action which advances their cause is 
morally right, They believe that totalitarian government under the 
control of the Communist Party of the Soviet Union is the right, 
necessary and natural form of government until the capitalist states 
of the world have been brought into the fold and capitalism elimi- 
nated from their lives and minds. 

Ultimately, they believe, a world of freedom and plenty for all can 
be attained in a stateless and classless Communist society. No Com- 
munist leader denies this creed; on the contrary, its promulgation 
is constantly reiterated. 

The Communists do not just talk about their creed. They use the 
resources, human and material, of a great empire controlling a third 
of the people of the world. They have great military strength, they 
are well organized, their progress in educating and developing their 
people has saan: truly remarkable. 

These very real powers support and are fully employed to advance 
the cause to which they are dedicated. This powerful, crusading and 
dedicated force is indeed a threat to our security which we cannot 
ignore without the greatest peril. 

We must continue to strengthen our efforts in union with other 
free men to safeguard our right to progress within institutions of our 
own free choice. 


FLEXIBILITY OF PROGRAM TO MEET CHANGING CONDITIONS 


Our belief that the Mutual Security Program is an essential instru- 
ment for peace and progress does not mean that we should or do as- 
sume it is an instrument of either a static or perfect design. Every 
effort must be made to assure its responsiveness to the needs of the 
times and its effectiveness in meeting these needs. 

Thus, for example we find it possible to adjust our assistance down- 
ward as the capacity of recipient nations to provide for themselves 
increases. 

Economic assistance to most of Europe is a thing of the past; mili- 
tary assistance is no longer required by a number of our NATO part- 
ners. Indeed to an increasing degree those nations which have bene- 
fited from our help in the past are not only assuming a greater share 
of the common defense costs but are also aiding in the meeting of the 
needs of other nations for economic development. 

Similarly, the Congress has urged and we agree that our programs 
must be and are dynamic in adjusting the flow of resources to those 
areas where the requisite determination and capacity to employ them 
fruitfully exists. The program is and must be responsive and se- 
lective in this respect. 

We are also seeking to employ the program to promote achievement 
of international understanding and cooperation and thus to relieve 
tensions. 

A settlement of the long dispute between India and Pakistan over 
the complex question of the use of Indus Basin waters is being greatly 
encouraged by the assurance of our willingness to join with other na- 
tions in helping to finance the development of the Indus Basin. 

In Africa the program proposes a new response to the needs of the 
emerging nations for education and training. Through a special fund, 
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identified with the region of tropical Africa rather than with specific 
national states, it is our hope and belief we can foster and help com- 
mon approaches to the meeting of basic needs for developing human 
skills. 


REVIEW OF GRANT ECONOMIC ASSISTANCE 


We have also given and continue to give attention to the wisdom 
and necessity of providing grant economic assistance to other nations. 
The amendment of the Mutual Security Act stemming from this 
committee—section 503(c)—was a welcome stimulus to a careful and 
objective reappraisal of these programs. ; 

If I may interject here, that amendment is the one which reads 
as follows: 

The President shall include in his recommendations to the Congress for the 
fiseal year 1961 programs under this Act a specific plan for each country receiv- 
ing bilateral grant assistance in the categories of defense support or special 
assistance whereby, wherever practicable, such grant assistance shall be progres- 
sively reduced and terminated. 

Our report of plans for progressive reduction and eventual termina- 
tion of grant economic aid, where practicable, has been provided to 
you, and Mr. Dillon will be prepared to discuss these plans with you 
in such detail as you may wish. 


LOWER LEVEL OF DELIVERIES OF MILITARY ASSISTANCE 


While it is not necessary for this committee to authorize funds for 
military assistance, this year, I believe you will be interested in the 
fact that we envisage a lower level of deliveries of military equipment 
in the future than the average delivery levels of the past several years. 

Also of interest to you is the fact that programing of military assist- 
ance is being revised to assure more effective foreign policy guidance 
and a greater degree of participation and responsibility on the part 
of our ambassadors abroad. Both of these actions reflect responsive- 
ness to the expressed views of this committee. 

In sum, while the detail of the program and of its coordination can 
be best provided you through other witnesses, I am personally satis- 
fied that it is being continuously improved in both conception and ad- 
ministration, that it is a dynamic and flexible program, and above all 
an essential one for the protection and promotion of our interests. 


BARRIER OF DEFENSIVE STRENGTH 


In the world today, the free nations are faced with both the threat 
of communism and the appeal of communism. Those nations which 
enjoy any measure of prosperity and freedom are threatened with its 
loss. Those nations which have little are promised easy and rapid 
advance. The objective of international communism is the same in 
either case: to bring them under Communist control. 

Against the threat of Communist expansion by force or threat of 
force we and other free peoples have constructed a barrier of defensive 
oe The preservation and maintenance of that barrier is a mat- 
ter of fundamental and primary importance to our security. The 
Mutual Security Program is essential to this task. 
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Military strength is an imperative not only to prevent expansion 
by force, but to create and maintain an atmosphere of security and 
confidence within which the basic problems of human betterment can 
be tackled. 

The United States is a prosperous and fortunate nation. Yet fewif 
any in this country would deny the need and opportunity for improve- 
ment in the status of millions of our own people. How much greater 
the need and the opportunity for improvement of the status of the 
many hundreds of millions of people outside the Communist bloc who 
are struggling to rid themselves of the curse of a poverty we find 
difficult to imagine. 

DEFENSE OF OUR BELIEFS 


Why is the welfare of other peoples a matter of concern to us? It 
is true of course that ignoring their problems and their needs would 
inevitably leave them no alternative but recourse to the Communists, 

It is also true that their absorption into the Communist fold would 
confront us with a grim if not hopeless security position. Of these 
aspects we are well aware and must take measures accordingly. 

Yet our interest in the welfare of human beings has a deeper and 
more meaningful basis and justification than merely protecting our 
own possessions and freedom. 

Our efforts to defend our way of life, to prevent the spread of Com- 
munist power, are not efforts to impose our views on others or to re- 
quire a common fealty to the United States. 

The efforts we make to help others to defend themselves, to achieve 
progress, are basically and fundamentally a part of our own creed, 

We believe in the right of all peoples and nations freely to choose 
their own ways of life; we believe in cooperation, based on respect, 
with other nations; we believe in the dignity, rights, liberties, and 
importance of the individual man, the subordination of the state to 
the interests and will of its citizens; we believe in decision by discus- 
sion and dissent, in tolerance, in governments of laws, not of men, and 
in peace with justice. 

These are the beliefs on which our Nation was founded, on which it 
grew strong and great, and on which its future strength and greatness 
depend. It is these beliefs which motivate us to join with others in 
the defense of them. 

It is because we believe in these concepts that we wish to assure that 
other men may have the opportunity to enjoy the blessings of life in 
a free society. 

Thus our efforts in the Mutual Security Program have high pur- 
poses. We seek to defend ourselves and to assure our own security; 
we seek equally to support the right of every nation freely to deter- 
mine its own system of government; we seek equally to help in the 
progressive betterment of human beings. 

It is for these reasons that we have had a Mutual Security Pro- 
gram; it is for these reasons that we should and must continue it, 


PROCEDURAL MATTER 


The Cuamman. Thank you very much, Mr. Secretary. I think 
that is a very fine opening statement. Now, gentlemen, with our large 
committee we necessarily are going to have the problem of time I 
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these hearings. It is contemplated that most of the questions this 
morning will be in open session. 

However, occasionally these examinations call for questions or an- 
swers that should be given in executive session. If we should have 
time this morning, we may be able to adjourn to go into executive 
session. If not, we may have to have a further session with the 
Secretary in executive session. But I wonder if the committee feels 
that it would be useful to limit the questioning the first time around, 
which is an old custom in the committee, in order that all members 
may have at least one opportunity to ask a question ? 

Then on the second time around we can pursue at greater length 
whatever has developed of particular interest and importance. 

Senator Hickrentoorer. Mr. Chairman, the custom has prevailed in 
the past, and as a rule quite successfully, to limit the time on the first 
round of questions so that all members present can at least have the 
opportunity of asking one or two questions. Then we could have 
a second round where there would be less limitation on the individual 
member. 

I therefore suggest, or move, or whatever is proper, that on the first 
round we limit the questions of each committee member present to 
5 minutes until all committee members who are present at the session 
to which the limit applies—which would be I assume this morning— 
have had a chance to ask questions. Then thereafter we can go back 
and members can ask questions at greater length if the time is avail- 
able. 

The Cuatrman. Is that agreeable to the committee ? 

Senator Crurcn. I second the motion. 

The CuatrrMan. Without objection then, we will proceed on the basis 
of 5 minutes to each member the first time around. I hope that 
wecan all have an opportunity to ask the Secretary questions. 


EFFECT OF SOVIET ATTITUDE ON DISARMAMENT 


Mr. Secretary, I might lead off by asking you how you interpret 
the apparent change in the attitude of the Soviet Government toward 
limitation of armaments and, if you do interpret that favorably, would 
it have any effect upon the necessity for providing the funds in this 
program ? 

Secretary Herter. Mr. Chairman, it is very difficult as of this 
moment to give what one might consider a definitive interpretation 
to the attitude of the Soviet Government. There is no question but 
what the surface indications at least indicate that they do want some 
meaningful disarmament agreement. 

The real test, however, will come when the negotiations get down 
to hard realities of inspection systems, and at that time we will know 
better whether their desire for disarmament is a very genuine thing 
which they are willing to accompany with agreement to inspections, 
verifiable inspections, or whether there is more talk than substance 
in their attitude. 

As I tried to outline in my original statement, I feel very strongly 
that we must maintain a posture of strength, that we must continue 
with our programs as they are. That certainly insofar as this pro- 
gram is concerned, with the possible assistance, differentiation on the 
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military end, it is extremely important no matter what the outcome 
of the negotiations that we should continue with them. 

The Cuatrman. Is it fair to say that if we should substantially 
reduce this program, it might prejudice the course of those negotia- 
tions against our interests ? 

Secretary Herter. I think it would very definitely. I think that 
if we indicate that we are backing away from being of assistance to 
those elements in the free world that we hope are going to have the 
opportunity of developing in freedom, it will hurt us considerably, 


INCREASE IN MILITARY ASSISTANCE 


The Cuarrman. Is the principal increase in the program as pro- 
— by the administration in the military or in the nonmilitary 

eld ? 

Secretary Hervrer. It is in the military field, Mr. Chairman. The 
nonmilitary, the economic element is somewhat reduced. But in ex- 
plaining the increase in the military field, I ought to indicate that it 
is not in the expenditure field that we anticipate an increase. It is in 
the authorization of funds to replenish to some extent the pipeline 
which has now been drawn dangerously far down. I think that if 
you are taking testimony from the military, that will be explained in 
greater detail. 

There is an increase of course in the Development Loan Fund, but 
for the overall economic it is smaller, slightly smaller than it was 
last year. 

The Cuatrman. Then if I understand it, you don’t anticipate a 
larger delivery of arms. You want, rather, a maintenance of the rate 
of delivery that has been maintained in recent years by drawing down 
the so-called pipeline; is that correct ? 

Secretary Herter. That is correct. The unexpended balance, or 
pipeline, has been drawn down from something over $8 billion to the 
point when this year it will be about $1 billion. The pipeline will 
be down to a very dangerously low point from the point of view of 
leadtime required, particularly for hardware. 

And we feel that that pipeline ought to be filled in again to a 
limited extent so that we can maintain a level of deliveries actually 
lower than the average which we have had over the last few years. 

The Cuatrman. Senator Green? 


MILITARY AND ECONOMIC CHALLENGES BOTH IMPORTANT 


Senator Green. You speak of why the welfare of other people is 
of apparent concern to us, and how we must meet the Communist 
attack of one kind or another. But sometimes it seems to me that 
you are speaking from a military point of view and sometimes more 
from a social or economic point of view. Which is the main point 
of view you have in mind? 

Secretary Herter. Senator, I think that the security of the free 
world from the military point of view has to be our first preoccupa- 
tion. On the other hand, I think it very dangerous to assume merely 
because we have military security that we are going to be able to hold 
these large areas of the world that are in ferment and wanting a 
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higher standard of living on our side of the free world, unless we 
continue with the economic program. It is a combination of both. 
As I tried to outline in the general statement, we have a tremendous 
selfish stake in having the uncommitted and the free nations of the 
world live in a free world and not succumb to the Soviet bloc, which 
is already a very powerful and very large: bloc dedicated to the propo- 
sition that it will take over the whole world. 

Senator Green. Wouldn’t the same argument apply to other 
regions, other empires that exist in the world? Why wouldn’t the 
same argument be applicable to the Chinese empire, for example? 

Secretary Herter. It might very well, sir, be applicable. 

Senator Green. I wonder how far you would allow them to go 
without our interference, for our own self-protection ? 

Secretary Herter. As of this moment, the Chinese are still very 
much occupied with their own domestic problems. The day may 
come, and we are seeing some signs of it in the Middle East and in 
Africa now, where the itiiedl Communists are beginning an aggres- 
sive economic policy outside of their own border. This may become a 
very important factor in connection with Soviet bloc activity. 

Senator Green. I don’t think I should press my question or I might 
be accused of asking you more than one. Thank you. 

The Cuarrman. Senator Wiley ? 


COMMITMENTS OF ALLIES TO CONTRIBUTE TO ECONOMIC DEVELOPMENT 


Senator Winery. Mr. Secretary, I want to compliment you for what 
I think is a very concise and very clear statement. I feel that all the 
people in America should read this statement in order that they might 
understand the situation a little better than they do now. I have two 
questions I want to ask. I think in your statement you brought out 
the fact that due to our aid in the past, Marshall plan aid and so 
forth, we have built up our allies so that they are more than self- 
sustaining ; is that correct? 

Secretary Herter. Yes. 

Senator Wier. You brought out the fact, I believe, that they are 
willing now to come in and join in this program; is that right? 

Secretary Herter. That is right, sir. 

Senator Witey. Have you any firm commitment or direct commit- 
ment as to how much they will contribute? 

Secretary Herter. No, sir; I don’t think that we have made any 
dollars and cents calculations as yet. As you know, there have been 
conversations going on here in Washington with our principal allies, 
which are industrial powers, that have made great recovery. The 
formulation of special plans and amounts is in the course of discus- 
sions at the present time. 

As you know, the organization of the International Development 
Association is a first international step for pooling capital for another 
type of loan beyond that available from the World Bank, and each 
nation today that has a favorable balance of payments and budg- 
etarily can afford to do so is increasing its budgetary provisions for 
aid outside. 

It is natural that some countries have a specific interest in a specific 
area. That is true, of course, in connection with France and the com- 
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munity of states in Africa. It is true of Belgium and the Congo. It 
is true of the British in connection with the Commonwealth countries 
and Commonwealth dependencies. In the case of Germany and in 
the case of Japan, they are planning considerable increases, Japan, 
of course, having a primary interest in Southeast Asia, and Germany 
not. being confined to any particular area, but planning—and this was 
reiterated by Chancellor Adenauer recently here in Washington—a 
very considerable increase in its assistance to less developed areas, 


WILL ALLIES’ CONTRIBUTIONS AFFECT LEVEL OF U.S. AID? 


Senator Witey. Are you willing to give us an approximation of 
what you think the overall contributions from our allies will amount 
to and what effect they will have upon our total contribution ? 

Secretary Herrer. No, sir, I wouldn’t want to make an estimate 
on that now. I don’t think I have sufficient information at hand. 
Mr. Dillon may have some figures in mind as a result of the negotia- 
tions and conversations that he is conducting. I wouldn’t venture a 
specific figure. With respect to our own efforts, however, I don’t 
think that this would have a material effect on decreasing the amount 
of our own efforts as of the present time. 

The IDA will not come into active operation for another year. We 
have, of course, the new problems that are arising from the very rapid 
changes taking place in Africa that are of great concern to all of us. 
I feel that we ought to carry on at the same level that we have recom- 
mended here, that we should consider what our allies, the industrial 
nations, have undertaken to do as a plusage in the picture rather than 
relieving us of the amounts that are recommended here. 

Senator Wurxy. Then, if I understand your answer, it means that 
while they are increasing their contributions, this is not going to have 
the effect of lessening our contributions; is that right? 

Secretary Herrer. I don’t think we should lessen our contributions, 
sir. As you know, we are moving from the grant field to the loan 
field as fast as we can, and the loan field is being augmented now by 
the creation of two new institutions, one the Inter-American Bank 
with its shared capital, and the IDA where there is shared capital. So 
that that will be of considerable assistance to us in the loan area. 


ECONOMIC AND MILITARY REQUIREMENTS IN FAR EAST 


Senator Witey. That is in the loan area. What about the military 
contribution that you mentioned? As I understand it, most of that 
now will go to the Far East; is that right ? 

Secretary Herter. The grant. assistance will. There is also defense 
support, wile is required for nations like Korea, Vietnam, Formosa, 
to maintain a military establishment necessary for the defense needs 
of that area. 

Senator Wier. I want to get this straight in my own mind. Be- 
cause of the need there, we are probably carrying the same military 
load that we have been carrying. Now how about from the stand- 
point of the economic contribution in that area ? 

Secretary Herrer. Well, we are very hopeful, sir, that we can 
build the economies of the countries that are carrying that principal 
military load to a point where that will decrease. It has not decreased 
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substantially, but some in Korea. Perhaps the area that has shown 
the greatest development progress is the island of Formosa where 
we can now see that it is developing not only a viable economy but 
one which is of considerably higher standard than that of most of the 
rest of Asia. 

Senator Witry. Thank you. 

The Cuairman. Senator Gore? 


OVEREXPECTATION OF WHAT UNITED STATES CAN DO 


Senator Gore. Mr. Secretary, rather than to ask a beginning ques- 
tion, I would like to make a brief statement of my own observations 
and invite you to comment. 

After seeing this program in operation in several countries, I be- 
came all the more convinced that its continuation is essential to U.S. 
security and security of the free world. This does not mean that 
changes are not desirable in many respects and in many respects nec- 
essary, and that differences in amounts are possible, but means that its 
continuation is positively imperative. 

I was disturbed by two things which I wish to relate briefly to you. 
One is the overexpectation that I seem to sense in the multitude of 
people. Perhaps I was impressed with the incalculable numbers of 

ple in various areas. 

But I feel that our own people, and certainly those who expect this 
aid, should realize the limits of American aid, the limits of what we 
are doing, and also limits to what is possible for the people of this 
Nation to do. For instance, if the entire foreign aid authorization 
which you now request should be expended in India, it would amount 
to about $8 per capita. Unless there is realization on the part of 
many people and many nations that there are genuine limits to what 
our people can do, then we may in the end suffer from their frustra- 
tion and disappointment. 

Many of our own people feel that we are doing entirely too much. 
I think our people should realize how little we really are doing, com- 
pared to the needs, along with the realization of what a great burden 
the total is. 


U.S. IDENTIFICATION WITH AUTHORITARIAN GOVERNMENTS 


And next, I was very much disturbed with U.S. identification with 
one authoritarian regime after another. Now I know that we do not 
wish to support dictatorships, and that the necessities of immediate 
security are great, and I am willing to measure those things alongside 
the undesirability of being alined with a local dictator. But I found 
it disturbing, for instance, in Thailand. Four years ago I visited 
Thailand as a member of the Inter-Parliamentary Union. I saw 
members of their Parliament in their own Parliament House speak 
and perform as independent members, opposition members. They 
demeaned themselves, in my view, well. Now General Sarit has abol- 
ished the constitution; the legislative branch plays no significant 
part. And yet we are alined with this dictator and our aid is in 
support of this dictator. He does not even cooperate with the United 
States in the control of the dope racket. Now these are the three con- 
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clusions that I reached. I hope I have not taken too much time in 
stating them, Mr. Chairman. 

I would invite your comment. 

Secretary Herter. Senator, if I may I would like to go to the latter 
part of your remarks in particular, because there you are pointing out 
a problem which naturally concerns us very deeply. We cannot con- 
trol what happens internally in some of these countries. We have 
been accused very often of interfering in the internal affairs of coun- 
tries. The process of achieving a stable democracy is not an easy 
process. It is a slow and a difficult one. Countries go through many 
phases often before they can achieve a degree of stability. 

Some 10 years ago we had in South America 10 dictatorships. 
Today we have three. But in the democratic forms of government 
that you find all over the world, there are shades of controls by elected 
officials that sometimes to us appear to go beyond continuing the free 
and orderly process of a democracy as we understand it. 

Sometimes we have to live with those situations. As you know, 
none of them are of a permanent character. Certainly we feel very 
deeply that a healthy social society is the one that is most likely to 
have if you want to call it the luxury of democratic institutions. 

We do everything we can to encourage that. We do everything we 
can in our educational programs to encourage that type of govern- 
ment. If we took an absolutely arbitrary stand, that because of 
certain internal developments we would cut off all aid right away to 
a people when the people themselves have had nothing to say about it, 
we might well at times be acting contrary to our own interest. 

Our influence can often be felt more effectively through an educa- 
tional process than what you might call the tough tactics of making 
the people suffer as a result of the act of some dictator. 

Senator Gore. You have made a very good statement, Mr. 
Secretary. 


POSSIBILITY OF CHANNELING AID DIRECTLY TO PEOPLE—NOT THROUGH 
GOVERNMENTS 


I am fully aware that in dealings between governments the United 
States must deal with whatever government may be in power. Now 
again with respect to Thailand, this seems to be a retrogression in- 
stead of an additional stage toward the development of a democratic 
society. Would it not be possible to redirect our program of aid so 
that our aid would go more directly to the people of the country 
concerned than through the existing regime, be it admirable or 
disreputable? 

I have felt, and I will ask questions about this later on when I have 
more time, that more and more of our aid should go to the people of 
the country rather than to be channeled almost exclusively through 
the regime of a General Sarit or the Shah of Iran. 

I have used my time, I think. 

The Cuarrman. Yes. Do you wish to comment on that question? 

Secretary Herter. I can only comment on it very briefly, Mr. 
Chairman. I can fully understand your preoccupation with this 
problem. However, what we ourselves can do is often conditioned by 





ao cf 


co = bh 


onepr sm oh a 


=~ 


t— 
cr 








we a sa 





a 


nmmeenneaeee 


MUTUAL SECURITY ACT OF 1960 15 


the degree of Government control itself. We naturally want to see 
aid filter down where it does all the people the maximum of good. 

But some of the projects in which we are engaged, those particularly 
that have to do with public utilities, fertilizer plants, things of that 
kind, often have to be done in conjunction with the existing govern- 
ment because we cannot operate by ourselves regardless of the gov- 
ernment that is in power. 

That has to be adjusted in accordance with the situation as best we 
can. 

Senator Gorg. I will pursue this again when I have the chance. 

The Cuarrman. The ies a from Iowa. 


CHANGE IN ATTITUDE OF NEUTRALIST COUNTRIES 


Senator Hickentoorer. Mr. Secretary, I think your original state- 
ment is a very clear and concise statement of our position and policies 
which we have followed and are following. 

I would like to ask you this: 

First I may say that of course there are a number of nations in the 
world, quite a lot of them in fact in certain areas of the world, that 
have adopted a neutralist or a neutral kind of a position which may 
be defined as nonalinement or something of that sort. For a long 
period of time it has been difficult to determine whether or not U.S. 
assistance has had any effect toward the orientation of the thinking 
of people in those governments. Do you notice any change in the 
last year or so with respect to some of the so-called nonalined coun- 
tries or neutralist countries as to their political or social views? 

Secretary Herter. Yes, sir. I think that the last 10 months have 
shown a number of very favorable developments. I rather hesitate 
selecting countries here from the point of view of naming them indi- 
vidually. But I think that you yourself, Senator, are familiar with 
certain areas of the world where certainly the attitude toward the free 
world has changed very materially in the last 18 months, and where 
our cooperation has been of a very different character from that which 
existed before. 

Senator Hickenwoorer. Now, this may be a question where the 
answer is difficult. In Asia it seems to me that there is a noticeable 
difference in the attitude of many of those countries. I am not sure 
whether that difference in attitude is a direct result of American as- 
sistance or whether it is a direct result of Communist demonstrations 
in various sections or whether it is a combination of both. 

=" you say at the moment there is any clear definition of that 
cause 

Secretary Herter. I think we have to recognize that the actions of 
Communist China have given us a great assist. On the other hand, 
I think that the mere fact that what we had predicted previously would 
likely be the attitude of that country has gained us greater confidence 
among those nations, and I think that they are looking with much 
pion on what they felt might be colonial or imperialistic or in- 
terested, selfishly interested, actions on our part, and feel today that 
the assistance that we are giving, whether it be technical or financial, 
18a very beneficial thing for their countries. 
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Senator HickenLoorrr. But at the present time I take it you do 
feel that there is definite evidence of more orientation of many of 
those countries toward, let’s say, the Western objectives? 

Secretary Herrer. I do, Senator. 

Senator HickenLoorer. That was noticeable some time ago and 
many of those countries are willing today to take a more positive stand, 
The strengthened stand may not be very great but nevertheless it is 
a more positive stand toward the ideals and objectives of the West 
than toward the Communist philosophy. Do you think that that is 
a fair observation ? 

Secretary Herter. I do. 

Senator Hicken.oorer. At the moment? 

Secretary Herter. I do definitely. 

Senator Hicken.oorrr. I thank you, Mr. Chairman. 

The Cuarmman. Senator Lausche? 


IMPORTANCE OF MUTUAL SECURITY PROGRAM 


Senator Lauscue. As I understand it, Mr. Secretary, you are hop- 
ing that out of the meetings that we will have this year, there will 
an advance made toward the establishment of peace, and the lessening 
of tensions; is that correct? 

Secretary Herrer. We certainly hope so. 

Senator Lauscue. But while you have that hope, you feel that the 
ultimate goal of the Communists for the communization of the world 
has not changed ? 

Secretary Herrer. No. 

Senator Lauscur. And to meet the threat of the Communists 
achieving that ultimate goal, you are of the conviction that in the 
gaining of allies and the gaining of goodwill throughout the world, 
it is necessary that we continue the mutual aid program? 

Secretary Herter. I do very strongly, Senator. 

Senator Lauscur. Now then, confirming what the chairman said, 
you do understand that there are many in our country who are op- 
posed to the mutual aid program ? 

Secretary Herrer. Yes. 

Senator Lauscue. But in the face of that, and in the face of the 
political inexpediency of promoting the program, you nevertheless 
come before this committee and urge vigorously that it be adopted? 

Secretary Herter. I do. 

Senator Lauscue, And it is your belief, that for the security of our 
Nation and for the development of peace in the world, this is an es- 
sential part of what we ought to do. 

Secretary Herter. I most certainly do, 

Senator Lauscue. Now then, as I understand it, you have included 
a greater share of military aid in this program than was propor- 
tionately in the program last year? 

Secretary Herrer. That is correct. 

Senator Lauscun. And the reason for that is the outline which you 
gave to the chairman ? 

Secretary Hurrer, Yes. 

Senator Lauscue. And in your statement you stated that the Com- 
munists are of the conviction that in the natural workings of mate- 
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rialistic laws, the ultimate collapse will come of our country and its 
system. ; 

Secretary Herter. I think they are convinced of that. 


POSSIBLE COLLAPSE OF COMMUNIST SYSTEM 


Senator Lauscur. Now then, this question: Do you see evidences 
appearing throughout the world that, because of the very operations 
of the Communist system, there are disintegrations foreboding a 
probable collapse of communism. 

Secretary Herrer. It is easy to indulge in wishful thinking. One 
can analyze what is happening internally in the Soviet bloc and come 
to the conclusion that there are forces at work in there because of the 

t internal strains and the demand for more consumer goods and a 
higher standard of living of the people that may turn their thoughts 
inward rather than outward, from the point of view of the designs 
that they have on the rest of the world. 

But I think we have to temper any conclusions on that point by the 
fact that wishful thinking in that respect might be very dangerous, 

Senator Lauscuer. I concur with that thoroughly. The point 
which I am trying to make, however, is that there is wishful thinking 
on the part of the Communists that we will collapse. I am further 
trying to make the point that the evidences now are that communism 
in its attempt to stretch itself around the world has taken hostile 
acts: (1) with respect to the land up in northeast India, and (2) in 
Tibet. And there are evidences that there might be some disagree- 
ment about the ultimate goal of the Chinese and the Soviets. 

It is my belief that if there is a weakness in the structure of the 
type of governments that we have and they have, the weakness is 
greater in communism than it is in our system of government, at 
least in the long, long run. 

Following further the word of the chairman, all persons in grave 
responsibility in the conduct of our Government, President 'Truman, 
President Eisenhower, Secretary of State Acheson, the military men, 
and so on have advised for the continuation of these programs, and, 
if anything, for its expansion; is that correct? 

Secretary Herrer. That is correct. 


EFFECT OF ABANDONING OR REDUCING THE PROGRAM 


Senator Lauscne. Now then, just one final question. Will you 
make your appraisal of what you feel the ultimate result would be 
if we abandoned the program or substantially reduced it? 

Secretary Herter. I think, Senator, that we would face very grave 
dangers, There are literally hundreds of millions of people in the 
world today who are looking to the free world to give them the lift 
in their material status and in their governmental status that is today 
an urge of the first order. If we abandon the program, they have no 
other place to turn but to the Communist bloc. If they turn there 
from the point of view of assistance, technical aid, and so on, it will 
not be long before they will open themselves to a type.of infiltration 
which would very possibly carry them completely over into the 
Communist bloc itself, and we would find a degree of attrition in 
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the size and power of the free world that would be a very serious 
menace to ourselves. 

Senator Lauscue. That is all, Mr. Chairman. 

The CuatrmMaNn. The Senator from Vermont? 
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COMMUNIST GOALS BASICALLY UNCHANGED 


Senator ArkeN. Mr. Secretary, I thought you made an excellent 
statement and with the kind of questions that have been asked you, 
you have reiterated your belief that the objectives of international 
communism have not changed—that they feel they must go on and 
on until they have completed the conquest of the world. However, 
last year, when Mr. Koslov was over here, and later when Mr. Khru- 
shchev visited us, they both put particular stress upon peaceful co- 
existence. That was the first we heard that term used much by the 
Russians. My question is: Do you believe that the position of Mr. 
Khrushchev and the Soviet is always identical; and are their objec- 
tives identical with those of international communism, or has 
there been some slight indication of deviation on the part of the 
Russians ? 

Secretary Herter. No, I don’t think that I could say that there 
has been a real deviation. I think that their essential purpose is the 
same, but I think both in the case of Mr. Koslov and Mr. Khrushchev 
they have indicated that their emphasis today is going to be in the 
economic field. And as Mr. Khrushchev at one time said, “We will 
bury you,” speaking of economic competition, their emphasis today 
is perhaps greater on that than hopes of winning by military means. 

enator Arken. Mr. Khrushchev told the Foreign Relations Com- 
mittee he never said they would bury us, but he evidently said it in 
a different way. 

So you think that they are undertaking to achieve the same objec- 
tive by a different route. That is all. 

The Cuarrman. Senator Church? 


DOES BILL REFLECT GREATER RESPONSIVENESS TO NEEDS? 


Senator Cuurcu. Mr. Secretary, two persistent criticisms of the 
Mutual Security Program in the past have been that on the one hand 
we spread our efforts uniformly too thin, and on the other that we 
have laid too much emphasis upon military assistance. Now, in your 
excellent statement you have said: 

Similarly, the Congress has urged and we agree that our programs must be 
and are dynamic in adjusting the flow of resources to those areas where the 
requisite determination and capacity to employ them fruitfully exists. The 
program is and must be responsive and selective in this respect. 

I wholeheartedly concur in that statement. But does the bill that 
you have presented reflect changes in the application of our program 
abroad that in your opinion ccnstitute a real adjustment to this prob- 
lem? Are we now making meaningful changes in the program to give 
emphasis to those countries that have the capacity and have a greater 
relative importance in the scheme of things? 

Secretary Herrer. Yes, I think we have very definitely made such 
an adjustment, Senator. Perhaps the most serious mistake we have 
made in years gone by, and one which was made largely because of our 
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inexperience in dealing with unsophisticated economies, was that we 
moved too fast into specific economic projects before the adequate 
manpower in the country itself and resources had been developed 
where the country could take full advantage of it. ‘Today I think 
that we are putting our primary emphasis on making certain that 
there are sufficient trained people in those countries so that, when the 
economic process of development begins to take place, they can take 
full advantage of our assistance instead of it being scattered through 
maladministration, through inability to take advantage of what had 
been offered. Today I think from that point of view we have learned 
a lot from experience. And I think we can only learn from experi- 
ence. After all, the Marshall plan, we have to admit now, was a great 
risk at the time it was begun, but it turned out extraordinarily well. 

But in the Marshall plan we were dealing with sophisticated 
economies, with countries that had good technicians, with countries 
that could make the best use of the economic resources that we put 
at their disposal. 

In the continuation of the program, when we got away from the 
Marshall plan countries, in underdeveloped areas, we ran into all 
sorts of difficulties completely unforeseen. We are not a colonial na- 
tion that had dealt with many of these situations. But I think we 
have learned a lot and today are making the moneys which we are 
spending much more effective. 


REPLENISHMENT OF MILITARY ASSISTANCE PIPELINE 


Senator Cuurcu. Now with respect to the second matter, mili- 
tary assistance, you have explained the reason en this year the 
administration is asking $2 billion rather than $1.6 billion, which I 
believe was asked last year. You have said that despite this increase 
the actual deliveries of military equipment in the future will be 
below the average deliveries in the past. 

Now does this mean that as we look ahead we must anticipate spend- 
ing not less than $2 billion a year for military assistance? In other 
words, are we going to have to augment the amount of money going 
into military assistance not only this year but next year and the year 
after, in order that the deliveries, though lower, will continue at a 
level that you think is required ? 

Secretary Herrer. I don’t think necessarily, Senator. The actual 
level of expenditures we contemplate next year is about the same as 
this year, and that is lower. Over a period of years, the level of 
actual expenditure was around $2,300 million to $2,500 million. This 
year it will be about $1.8 billion. 

That is what we contemplate this year. We are asking for the $2 
billion in order to replenish a dangerously low pipeline which, as I 
say, had come down over the years from over $8 billion to about $2 
billion. We feel there must be at least a full year’s pipeline provision, 
or you get bad gaps from the point of view of long lead items that 
require delivery. 

Ve are hoping that that amount will not increase. There is always 
the problem facing us of more sophisticated weapons being more 
expensive. But I am hopeful, from the point of view of particularly 
the NATO organization, that the various nations concerned will take 
up whatever increases may be required. 
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QUESTION OF CONGRESSIONAL PARTICIPATION IN SUMMIT MEETING 


Senator Cuurcu. I just have one other question, Mr. Secretary. I 
think that developments of the past few days have indicated new 
grounds for hope that the summit conference may be productive. I 
have reference to the proposal of the Soviet Union to accept condi- 
tionally the President’s last offer in the nuclear testing negotiations 
which brings the Soviet Union closer to our position than it has here- 
tofore been—also the new proposal that the Russians made with re- 
spect to a disarmament package which was in the papers this morning. 

TI should think that these proposals at least augur well for the sum- 
mit meeting if they are in fact backed up in substance. And thus 
the summit meeting takes on new and added importance. 

Is there any plan which you have at present 1n the administration 
for inviting the participation of the Senate in the summit conference? 

Secretary Herter. There is none at this moment that I know of. 
The summit conference as of now has no agenda. We don’t know 
what points are going to be discussed. We just assume that the Ger- 
man and Berlin question will come up. We assume that perhaps 
some of our disagreements, whether on nuclear testing or in disarm- 
ament, will have been so pinpointed that it will be possible for some 
decision to be arrived at at the summit. We have been working in 
different groups and analyzing possible other questions that might 
come up. 

But how much will actually be negotiated there I don’t know. At 
best the summit meeting can be only a short meeting. 

I can visualize this possibility. That at the summit certain agree- 
ments and rather vague principles may be come to and then the for- 
eign ministers will be asked to see if they can work that out. 

That happened in 1956 and the minute the foreign ministers got 
together they might just as well not have left at all. But there was 
complete general agreement with those at the top. So it is very diff- 
cult to visualize just how those conversations will go. Actually from 
the point of view of the talks themselves, you find on the part par- 
ticularly of our allies the desire to talk with only four people present 
and their interpreters, not even foreign ministers. If you were to 
have informal negotiations around the table with an agenda and knew 
what you were negotiating out, of course the larger participation 
would probably be very desirable, but as of now we can’t visualize the 
discussions going that way. 

Senator Cuurcu. Thank you very much, Mr. Secretary. 

The CuHatrmMan. The Senator from Kansas. 





CREDIT FOR ASSISTANCE 


Senator Cartson. Mr. Secretary, I want to commend you for a very 
fine statement to the committee, in which you stressed, of course, the 
need for these mutual funds for military security. But I notice you 
did not leave out the importance of these funds for the interest of the 
welfare of the human being. You stressed, of course, the need for 
improving conditions, particularly in countries where there is great 
poverty which is a good basis for the growth of Communist propa- 
ganda. The question I want to ask and one that confronts me is this: 
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I hear continually that this Nation has been very generous, making 
great contributions in both military and economic aid, grants in aid, 
and yet we do not get the credit that the Soviet Union does for their 
projects in which they do much less. 

Is everything being done that can be done to get across to the people 
of these countries that we are trying to help them ? 

Secretary Herter. Senator, I think that that question can perhaps 
be answered by certain recent events, the outpouring of people to come 
to see President Eisenhower when he went on these trips was not be- 
cause he alone is such an exciting figure. He will be the first to admit 
that himself. It was to my mind much more a recognition—and a 
much greater recognition than we ourselves had realized—by the 

ople themselves in those countries, that what we had been doing to 
fa the peoples of the world and the underprivileged peoples of the 
world was an unselfish act, an act of real devotion to humanity. I 
don’t think that one can interpret those things any other way. It 
wasn’t just idle curiosity, because when you have traveled through 
those tremendous masses of people, and seen the expressions on their 
faces, that was something entirely different from merely a curious 
outpouring to see a procession go by. 

o me that was one of the most encouraging things, demonstra- 
tions of the fact that there has sunk below the official level a con- 
sciousness of what we are trying to do in the world. 


PUBLICIZING U.S, AID 


Senator Cartson. Mr. Secretary, of course we in this Nation are 
greatly pleased at the fine reception our President did receive on his 
overseas trips. Yet I still get back to my question. Having visited 
some of these countries, I noticed that whenever the Russians had a 
project—I can mention specific countries—there was much discussion 
about it. It seemed, although we had great technical aid programs, 
we had contracts with land grant colleges and departments of agri- 
culture which are really rendering service to relieve hunger, there 
wasn’t much said about it. I wondered if we were using every means 
to get this across to the people. 

robably your answer is the only answer that can be given and I 
will accept it. But I still was concerned about it. 

Secretary Herrer. I don’t think that we are very good salesmen 
of our own good deeds, if you want to call it that. I think we have 
got a certain type of reticence of not wanting to boast of what we are 

oing. 

The Russians are perfectly blatant about it. And not only that, 
but when they enter into a credit arrangement, one assumes that they 
have done something very noble. 

Actually they are unloading some of their own surplus for some- 
thing that they want in a country but make it look as though it was 
a 7 generous act on their part. 

All of that economic move, while they have been played up, the 

res look large, 100 million, 150 million, 200 million in the form 
of a credit, extend over a considerable period of time and are barter 
deals and are nothing that is going to hurt the Russians too badly. 
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What they have done in the form of grants or military assistance 
and so on we have broken down for you so that you can see the figures 
as we now know them. 

Senator Cartson. Mr. Chairman, I think my time is up but a recent 
evidence of this last statement is the Russian purchase of sugar in 
Cuba. When it is really analyzed it is not a good deal for Cuba, but 
from the reports one would think the Russians were the salvation of 
Cuba. That is all. 

Secretary Herrer. It gave the impression of a very fine deal. 

Senator Cartson. Yes. 

The Cuamman. The Senator from Delaware. 

Senator Wiiu1ams. No questions. 


“THE UGLY AMERICAN” 


The CuarrMan. Mr. Secretary, I was interested in your answers, 

I was encouraged in your reply to Senator Church that you don’t 
think we have never been without fault in the administration of these 
programs. 

You do admit they could be improved and to some extent pit 
ment has been made. I think confession of sin is always a good place 
to start. I suppose you have read “The Ugly American.” Do you 
subscribe to its thesis ? 

Secretary Herrer. I would subscribe to some of the descriptions in 
there. Curiously enough, I found a good deal of good in the “Ugly 
American.” 

The Carman. There was good in “The Ugly American” itself but 
as a whole do you think the book left a favorable impression of the 
Department ? 

Secretary Herrer. The title of the book is the worst part of it. 
But there is a lot in there that I think is overdrawn, and that one 
cannot claim to be typical at all. I think that is the great harm that 
it may have done in that it gives people the feeling that this is a usual 
situation in the types that have been drawn there, where actually it 
would be most unusual. 


RUSSIAN IMPERIALISM AND INTERNATIONAL COMMUNISM 


The Cuarrman. There are one or two other questions I have. In 
your answer to Senator Lausche you seem to make a distinction be- 
tween Russian imperialism and international communism. Is there 
in your mind a clear distinction between international communism 
and Russian imperialism ? 

Secretary Herrer. No; I had not tried to draw a conscious distinc- 
tion. 

The Cuarmrman. You referred, if I recall correctly, to the term 
“international communism” doing this and that, and then on a different 
occasion to the Russians’ own aspirations. 

But, in any case, do you think there is a difference, and has it any 
significance for our policies ? 

Secretary Herrer. I think that Russian imperialism divorced from 
communism goes back a good many centuries. They have very often 
used the phrase of the Russians’ determination to get warm water 
ports, their efforts to get greater access to the oceans of the world. 
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Those things have been Russian imperialistic policies for many, many 


ears. 

I think they have been carried into and been incorporated in a part 
of the international Communist urge for the benefit of Russia, just as 
the Russians themselves cash in on nationalistic sentiments wherever 
they can. This is merely a normal combining of the two, because 
there is no conflict between them. 


UNDERSTANDING THE NATURE OF THE THREAT 


The Cuatrman. I am not sure that this question is really worth pur- 
suing under this context here. However, it has been one that recurs. 
I have often felt that if we had a little clearer understanding of what 
it is that is our enemy, it might help the country as a whole and this 
committee to understand some of the measures that we use in trying to 
combat it. 

International communism has strong overtones of being an ideology, 
a kind of a religious movement more akin to Mohammedanism which 
in its early days felt that it had to convert everybody. There is a 
difference if it is Russian imperialism which is using the tool of com- 
munism in some places and not in others. 

It sounds like an academic argument, but T have a feeling that it 
might mean a great deal to the persistence with which we pursue our 
own policies. 

That is the problem, in other words, that we are dealing with. Does 
that make any sense to you ? 

Secretary Herter. Yes, very definitely. I think that the term “in- 
ternational communism” is a very much broader term than Russian 
imperialism. 

They are not really interchangeable, International communism is 
not necessarily confined to Russia. There are many other individuals 
in other nations who embrace it almost as a religion, that certainly it 
is almost a fanatical belief. And its manifestations don’t necessarily 
come from Russia alone. They may come from Communist China, 
they may come from Poland, from Czechoslovakia, from entirely other 
nations, or Communist groups within nations, Communist parties 
within nations, whereas the dominant force is international com- 
munism. 

The Cuarrman. Of course, I think both are very dangerous which- 
ever way you regard it. In combinations they are particularly dan- 
gerous, but you referred to Russia’s desire to expand as a historical 
fact. She has also expressed the desire to liberate people in the last 
century. De Custine remarked that he thought that arose from the 
fact they were so oppressed at home and could not do anything about 
It, so they thought: “Well, we will go out and liberate other people 
from their tyranny.” I think it makes some sense as a psychological 
explanation. As I say, I don’t know that we can settle that question 
here, but I think we do get confused as to what we are dealing with. 

_I think the primary problem is our physical security vis-a-vis Rus- 
sian imperialism and Russian military strength, even if there were no 
such thing as communism; isn’t that so? 

Secretary Herter. In itself it would be a very dangerous thing. 

The Cuarrman. It, in itself, is the principal justification for the 


| military aspect of this program, isn’t it ? 
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Secretary Herrer. Yes. Russian imperialism as such does not nec- 
essarily deal with the subversive aspects of international communism. 
It might use it as an instrument to further Russian imperialism. 

The Cuarrman. That’s right. I mean her subversion of the satel- 
lites is imperialism in the classic form. The only distinction is the 
utilization of this new ideology if they so desire, isn’t it? 


IS OUR ECONOMIC AND MILITARY EFFORT ENOUGH ? 


Would you say our prestige and influence today is as great in the 
world as it was in 1950, 10 years ago? 

Secretary Herrer. I have never had occasion to try to make that 
evaluation, but I would think it was. I have heard a good many state- 
ments that our prestige has been diminishing, but I can’t say that I 
have seen any firsthand evidence of it. 

The Cuarrman. Do you think overall we are doing all that our 
country should do in the field of military assistance? I think you 
can’t consider that aside from our own military effort here at home, 
And in the economic field, are you satisfied with the overall level of 
our effort ? 

Secretary Herter. I think you and I have discussed this before, 
Senator. Within my limited range of military competence I feel 
that we are maintaining a position of strength that is adequate. 

It is very difficult to know just where adequacy begins and where it 
ends. In the economic field I wish we were doing more. I am very 
encouraged by the fact that we have now moved ahead in the two new 
financial institutions. I am hoping that they will play a very real 
part in this essential field of being able to prime the pumps so that 
capital formation can take place within these less developed countries, 
It is the greatest need I think in the world today from the point of 
view of economic development, and I am hoping that we are finding 
through these various instrumentalities with the Development Loan 
Fund also the proper means of making real forward progress. I 
would frankly like to see larger amounts, but I realize that there are 
certain limitations that we ourselves have got to infer, and I stand 
very strongly on the recommendations and objectives as made. 


ROLE OF BUDGET BUREAU IN FOREIGN POLICY 


The Cuatrman. Is it a proper question to ask you whether the 
Budget Bureau has limited our policies in any substantial way ? 

Secretary Herter. Yes, sir; I think that we have the figures avail- 
able and on that, our requests for military assistance were cut by $346 
million by the Bureau of the Budget. We asked for a billion Jollar 
in the Development Loan Fund. That was cut $300 million. In eco- 
nomic assistance outside of the Development Loan Fund we were cut 
$55 million. Contingency fund was $25 million, and the foreign 
investment guarantee fund was cut $25 million. We were cut some 
$752 million. 

(The following additional information was subsequently fur- 
nished :) 
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Mutual Security Program fiscal year 1961 budget requests (not otherwise 
available) 


[In millions of dollars] 





To Bureau of | Allowed by 
the Budget Bureau of Reduction 
the Budget 





| 








ner CNDOGUUMNNO 0555 bs Oh J soe! sos ce ok are ue ok 2, 346. 8 2, 000. 0 346. 8 
a lk ca A 1, 000. 0 700. 0 300. 0 
Economic assistance (excluding DLF)--.------...--..--------- 1, 355. 8 1, 300. 0 55.8 
I TE erik. WWnhn dnd Shh eta oineniebawnencaieate 200. 0 175.0 25.0 
Foreign investment guarantee fund__............---..-------. 25.0 0 | 25.0 

chee ahs ated acai uuiaciameade dene s aaa 4, 927.6 4, 175.0 | 752.6 





The Cuatrman. I suppose it isn’t proper for you to draw the con- 
clusion, but it would not be inappropriate for me or others to draw 
the conclusion that perhaps the bureau of the Budget is too influential 
in the determination of our foreign policy. 

Senator Green, would you care to ask questions? 


CHURCHES IN THE SOVIET UNION 


Senator Green. There is one question I would like to ask and that 
is this: A returning visitor from Russia told me that the general rule 
is not to allow Christian churches to operate but that a Baptist church 
is allowed and services are largely attended. Can you explain that? 

Secretary Herrer. I have heard about the Baptist Church being 
largely attended. I have no firsthand knowledge with regard to the 
other churches, but I would be glad to get that information for you 
as to whether there is a discrimination as between the Baptist and the 


other churches. 

Senator Cartson. If the chairman will permit I would like to say 
that the Senator from Rhode Island is bringing up a very good sub- 
ject. We Baptists are proud of the work we are doing in Russia. 

Secretary Herter. I have not got the answer for that, Senator, but 
will try to get it for you. 

Senator Green. If you could answer that question I would be very 
pleased. That is all. 

(The information referred to is as follows:) 


STATEMENT ON CHURCHES IN Soviet UNION 


While it is true that the Evangelical Christian-Baptist Church is the largest 
of the Protestant denominations in the Soviet Union and is the only one to 
have churches in Leningrad and Moscow, there are two others which are 
formally recognized by the Soviet Government: the Lutheran Church and the 
Jehovah’s Witnesses. In addition to these three state-recognized churches, 
there are several other smaller Protestant sects, including the Pentecostals and 
the Seventh-Day Adventists. As far as is known, there is no large concentra- 
tion of the communicants of any of these churches, other than the Baptist, in 
Moscow or Leningrad. The Lutherans are concentrated in Latvia and Estonia 
eed the other sects are scattered throughout the European areas of the Soviet 

nion, 

Both the Lutherans and the Baptists are allowed their own churches and 
meeting places, though the number of these certainly do not meet their needs. 
It is not known whether or not all other Protestant sects are allowed public 
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churches and meeting places, but indications in the Soviet press lead one to 
conclude that most of their services are held in private homes. 

The Lutheran and the Baptist churches, like all other churches in the Soviet 
Union, are subject to repressive administrative acts and state antireligious 
propaganda, but are better off than the other, smaller Protestant sects. 

The Roman Catholic Church is also repressed by the Soviet Government, 
The Catholics, however, are allowed to have their own churches and meeting 
places but the number of these is restricted. For example, as subsequently indi- 
cated by Senator Gore, there is only one small Catholic church in Moscow, 
hardly adequate to serve the many native and visiting Catholics. There are 
many Catholic churches in Lithuania, Latvia, the western areas of the Ukraine 
and Byelorussia, where the Catholics are concentrated, but even there they 
do not fully meet the needs of the people. Catholic priests like the ministers 
and leaders of other religions in the Soviet Union are not allowed to give re. 
ligious instruction to the youth, and consequently the activities of the church 


are greatly restricted. 


The CuarrMan. Senator Carlson ? 

Senator Cartson. No questions. 

The CuHatmrMan. Senator Gore? 

Senator Gore. Mr. Secretary, with respect to the Christian re- 
ligion permitted in Russia, it is my information that one Protestant 
church, which happens to be a Baptist congregation, and one Catholic 
church are permitted in Moscow, a city of many million people. 
Neither congregation is allowed to establish other churches. One rea- 
son for the heavy attendance is that the building in which the worship 
is held is quite inadequate for the number of people who do desire to 
worship. And there are services I believe several times a day and 
almost every day in the week. If you compare one church in a city 
with the population of Moscow with any little county-seat town in 
America, you would see the contrast as a part of the answer. When 
I was there, the American tourists were encouraged to go to see the 
Christian worship service. It seems to be sort of a showpiece. Its 
purpose I will not question, but that seems to be the situation as I 


found it. 
AID TO LATIN AMERICAN DICTATORS 


Now, Mr. Secretary, in the brief time allotted to me, I stated three 
conclusions, the first of which is in full compliance with your own 
opening statement, which I found commendable. You did not com- 
ment upon the second. In commenting upon the third, you related 
that progress had been made in the development of democratic proc- 
esses, and you cited the fact that a few years ago there were 10 dic- 
tatorships in Latin America and that now there are three. Do we 
give aid to those three? 

Secretary Herter. Yes; we have been giving some aid to those 
three. 

Senator Gorr. Did you think, then, that the President’s statement 
in this regard was advisable? 

Secretary Herrer. You have got a curious situation in two of 
those three. In the case of Paraguay, General Stroessner had tried 
to set up a democratic government. He tried to inaugurate elections 
in this year. The opposition refused to take part, refused even to 
sit on an electoral board which he asked them to sit on to see that 
the elections were honestly conducted. He is trying again to get a 
democratic system set up within his country. He is still a dictator 
to all intents and purposes. 
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You have a rather similar situation in Nicaragua where the Govern- 
ment, the Somoza family, is trying to get free elections set up and 
remove themselves, as individuals, and members of their family com- 
pletely from any possibility of being candidates for electoral office, 
as a token of good faith in their efforts toward a democratic system 
there. 

The other one, of course, is the Dominican Republic, and the degree 
of assistance that we have given there has been very small, although 
I can get you the exact figures on that. 

Senator Gore. It is a small country, isn’t it? 

Secretary Herrrr. Yes, sir; it is. Just where you would classify 
Cuba at the moment, I don’t know. 

Senator Gore. If you wouldn’t classify Castro as a dictator, you 
would concede, I suppose, that he is certainly using some dictatorial 
methods, or would you ? 

Secretary Herter. I would. 


DEVELOPMENT OF DEMOCRATIC PROCESSES AS A CONDITION OF AID 


Senator Gore. The answer you have just given, Mr. Secretary, 
leads to one other suggestion which I had intended to make. That 
is, that in the instances in which expediency requires temporary 
support of a dictatorship, reluctant though it be on our part, progress 
toward the development of democratic processes should be a condition 
of this aid. 

I know many people say that our aid should be given without 
conditions, without purposes, except humanitarian or good will. 
Would you say that in the instances in which expediency requires 
us to support in our own interest and in the interest of the free 
world, temporarily, dictatorial regimes such as these you have 
mentioned, such as the one in Thailand, that development of demo- 
cratic processes should or should not be a condition of this aid and 
support ? 

ecretary Herter. It depends a little on what you mean by “a 
condition.” If it did something toward which we would certainly 
be lending encouragement, toward which all educational aid we were 
giving would certainly make a contribution, I would say that was one 
thing. If you made it an absolute condition that something be 
fixed on paper as an agreement, I think that you might well be 
defeating your own purpose. 


PROVISIONS OF OAS CHARTER AGAINST INTERFERENCE IN INTERNAL AFFAIRS 


As you know, in the treaty that was ratified by the Senate in 1951 
which created the Organization of American States, we took a very, 
very strong line which all the American States took with respect. to 
interference in the internal affairs of the Nation. I actually have had 
to refer to this quite frequently, and I jotted down the exact provi- 
sions of articles 15 and 16 and perhaps you should let me read them 
to you. 

enator Gore. I would be delighted if you would. 
Secretary Herter. Article 15 of that treaty says: 


No state or group of states has the right to intervene directly or indirectly for 
any reason whatsoever in the internal or external affairs of any other state. 
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The foregoing principle prohibits not only armed force but also any other form 
of interference or attempted threat against the personality of the state or against 
its political, economic, and cultural elements. 


That is article 15. 
Article 16 states: 
No state may use or encourage the use of coercive measures of an economie or 


political character in order to foster sovereign will of another state and obtain 
from it advantages of any kind. 


This is the basis on which the nonintervention doctrine rests. 
DEVELOPMENT OF DEMOCRATIC PROCESSES AS A CONDITION OF AID 


Senator Gore. I concur, Mr. Secretary, in those articles. I do not 
concede, however, that the giving of American aid to a country con- 
stitutes either intervention or coercion. 

It seems to me that these particular articles are not pertinent to the 
question. We do not give aid, as I understand it, for the purpose of 
intervention or for the purpose of coercion. We have different pur- 
poses in mind. Should not one of those purposes be, and one of those 
conditions be, the development by stages—at least in small stages— 
of democratic processes by the regimes to which we give aid ? 

Secretary Herter. I would fully agree, Senator, that that objective 
is one we should always keep in mind. If it came to a question of 
how one would draft that in terms of agreement, with a dictator 
whose people we felt we ought to be giving some aid to, I would be 
rather hesitant as to how I could draft it. 

Senator Gore. I would not expect you to propose the terms of a 
draft here nor would I have one to propose. But your statement is 
encouraging. I dare say that upon this subject you and I would find 
ourselves very close to agreement, as we have in the many years which 
I have enjoyed serving with you in Washington in a public capacity. 
Unless we do keep this goal constantly in mind, as I believe you stated 
it, and unless we strive toward it and make it a condition of our pro- 
gram, then it would seem to me we run the risk of blurring the image 
of America as a country that believes in freedom and is willing to 
practice its principles, 


FURTHERING AWARENESS OF LIMITS OF U.S. ABILITY TO HELP 


I was hoping that you would make some comment upon my second 
stated conclusion. You did this in part in reply to Senator Lausche. 
May I recall the point to you, that is, the necessity of our own people 
realizing and of bringing, if possible, to the hundreds of millions of 
people, to whom you aleeeed to Senator Lausche as looking to the 
United States to give a lift to their plight, a realization that this can- 
not be done overnight, that there are limits to what this country can do. 

If you agree with that as a necessity, what steps are we taking to 
bring this home to the teeming millions who are looking to the United 
States for aid ? 

Secretary Herrer. I think that in all of the work that is done by 
our informational services, it is made just as clear as it can be. Cer- 
tainly we in our dealings with governments are up against this all the 
time. Every government feels that we have got unlimited resources, 
and we have the continuing embarrassment of having put before us 
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“What you have done for one country, why can’t you do more for 
us?” This is a diplomatic problem that we have to face all the time. 

And certainly from the point of view of whatever contact we have 
in public media in those countries, we do our very best to explain that 
we can only do so much within our own resources, that it is impossible 
to do everything that everybody wants us to do for them. 

Senator Gore. I thought one of the finest contributions to this end 
was President Eisenhower’s statement before the Congress again this 
session that the essence of our program should be to help the people 
help themselves. And this, it seems to me, must be driven home or else 
the good will, the desire, the sympathy for freedom and for the demo- 
cratic cause, may very well be shattered on the shoals of disappoint- 
ment. 

Secretary Herter. I agree with that. 


PREPARATIONS FOR SUMMIT MEETING 


Senator Gore. One further point. I was somewhat disturbed by 
your statement to Senator Church that there is no agenda for the sum- 
mit conference, that you envisioned the result as possibly only vague 
principles. I wonder why there is to be a summit meeting if it is 
without purpose or plan ? 

Secretary Herter. The purpose of the summit was to discuss at the 
highest level whatever issues might be outstanding between us. I am 
very frank to admit that I am not too optimistic that the summit con- 
ference will produce very great results. We have got in disagreement 
with the whole question of the handling of the Berlin and the German 
problem, East Germany. I would be amazed if that could be resolved 
ina few days at a summit conference. 

On disarmament we do not yet know whether the issues will be so 

inpointed from the discussions that are going on now that they would 

capable of a resolution, although they may be in a position where 
they can be moved forward for further negotiation, but I doubt 
whether very important specific decisions can be taken at the summit. 
If they can, we would be very pleasantly surprised. 

From the point of view of other issues that may be raised, as I say, 
we have no agenda. The Russians have not indicated what they want 
to raise with us, We have made it very clear we are willing to discuss 
anything, that this is a discussion of outstanding problems. 

eyond that nothing has been specified. We just assume that these 
matters will come up. We have had working groups that are still in 
the process of working now. We have a foreign ministers’ meeting 
here in the middle of April. We have another one in Istanbul early 
inMay. We will have still a third just before the summit conference 
in trying to resolve among ourselves, the Western Powers, what issues 
we feel it is desirable to raise at that conference. 

So that we may have something more precise when we get to the 
meeting itself. But as of now many of these matters are in the study 
stage. 


NO AGREEMENT ON SUBJECTS TO BE DISCUSSED AT SUMMIT 


Senator Gore. Do you think it would have been more prudent to 
have had an understanding about the subjects to be considered at a 
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summit conference before agreeing to have one, or do you think this is 
the proper way to keep the score? 

Secretary Herter. It isa gamble. I don’t know. 

Senator Gore. You are gambling with high stakes, and it seems to 
me in a reckless manner. I am disturbed to have the Secretary of 
State make the statements that you have made today about the summit 
conference, that there is no plan, no purpose, no understanding as to 
what will be discussed, and what we hope to attain there. 

Secretary Herrer. Mr. Senator, I view this as essentially a matter 
of exploration, We have the situation where an individual, Mr. Khru- 
shchev, is the man who makes the decisions as far as we know for the 
Russians. We have gone through a great many diplomatic conferences 
at a lower level, the foreign ministers’ level. 

Their resolution could not be achieved through complete lack of 
flexibility or authority on the part of someone at a lower level. This, 
as I say, is an exploratory thing. As you know, our British friends 
have wanted a summit conference. They have had a feeling that good 
could come out of it through the individuals concerned having a 
chance to talk over some of these principal problems which they un- 
doubtedly will, without specifying the exact context in which they will 
discuss them, and we are of course hopeful that this is true. 

The French have felt the same way. As you know, the President 
refused to go to any summit conference until the threat, the ultimatum 
in regard to Berlin, was withdrawn. He has been willing to go now 
and sit and discuss. He has said, and I think correctly said, with 
the dangers that we are facing in the world he will go anywhere at 
any time and talk to anyone if it may help to relieve the tensions and 
to move matters forward so that the world will not be quite as ex- 
plosive and dangerous in places as it is now. 

That I think is a very constructive way of looking at this. I think 
that if we began on the diplomatic level to try to be precise as to 
everything that we were going to talk about, we would be quarreling 
over that problem probably for many, many months to come. These 
exchanges will sicbabie be of an informal nature. They may pro- 
duce something very valuable. If they do it is all to the plus. If 
they fail, it will be serious only if we overexaggerate our hopes as 
to what may come out of the conference. 

There is always danger of a high-level conference failing and 
dashing people’s hopes, and I think we would be foolish to exaggerate 
the hopes that we may have as to the successful outcome of this 
meeting. 

KHRUSHCHEV AS HIS OWN NEGOTIATOR 


Senator Gore. Mr. Secretary, several times I have heard the argu- 
ment, used as a reason for the summit, that only Mr. Khrushchev 
can make decisions. When you and Mr. Gromyko meet, do you have 
power of decision except that delegated to you by the President of 
the United States? 

Secretary Herter. No. 

Senator Gorn. Is there any reason why the Russian dictator could 
not delegate the same power to his foreign minister as President 
Eisenhower should or does delegate to you? 

Secretary Herter. None. 
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Senator Gore. Then isn’t that a fallacious argument ? 

Secretary Herter. Not necessarily, because you are dealing with an 
individual personality who himself wants to be the negotiator. 

Senator Gore. And therefore we accede to his personality and his 
desire ? 

Secretary Herter. To some extent. 


BASIS FOR A SUMMIT MEETING 


Senator Gorr. It seems to me what you have said is that we are 
vague about the purposes of the conference or its results and we did 
not want it, but we are somewhat bei.ig pushed into it. 

Secretary Herrer. I wouldn’t say pushed into it. I would say that 
the President acceded to the desire of the others to go to a summit 
conference because, as he said, he was willing to go anywhere and 
talk to anyone if it might bring beneficial results. 

Senator Gore. Well, you have also said that it is a gamble, and that 
if beneficial results are not obtained, it could be dangerous. 

Now you say we can minimize those dangers of failure by refusing 
to expect too much. Are not the dangers of a total lack of agreement 
between the heads of state of two powerful and contending nations 
more real and stark than that ? 

Secretary Herrer. Senator, I cannot answer that categorically. We 
just don’t know. This is exploratory. In my opinion it is desirable. 
There are too many chances for miscalculation, misunderstanding 
with the weapons that we today possess to risk taking a rigid position 
that we will not sit down and talk with anybody about any of these 
problems. 

Senator Gore. I am not undertaking to say, Mr. Secretary, that it 
is undesirable to talk with our friends either standing or sitting. What 
I am undertaking to say is that a matter of such grave importance as 
this should be with purpose, with plan and with hope of success, and 
this picture you give us is not either. 

Secretary Herter. I agree with you, but I cannot do other than 
hope that it will be successful. I would much rather be pleasantly 
surprised than unpleasantly surprised. 

Senator Gore. Permit me to join you in the hope, as indefinite as 
it is. 

SOVIET COUNTERPROPOSAL ON NUCLEAR TESTING 


Now there was one other question to which you replied to Senator 
Church, and that was with respect to the so-called conditional accept- 
ance by the Russians of the President’s proposal. 

Now the information I have is that acceptance was an erroneous 
term. It was really a counterproposal rather than a conditional ac- 
ceptance of President Eisenhower’s proposal. 

retary Herter. That is correct. 

Senator Gore. Do you understand that as I do? 

Secretary Herter. That is correct. 

Secretary Gore. I thank you because your department has been 
very cooperative. I think this view was certainly buttressed by the 
answers which Mr. Tsarapkin gave in the conference yesterday in 
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Geneva, to wit, that it is a counterproposal rather than a conditional 
acceptance. 

Secretary Herrer. I think the one thing that has been accepted for 
the first time by the Russians is the fact, a fact which they have re- 
fused to admit for a whole year, namely that there is very real dif- 
ficulty in trying to inspect or monitor the small shot underground. 

That they have refused to do. They have been acting for nearly a 
year and a half on the basis of the first scientists’ meeting, and the 
have refused to recognize the real dangers or the real difficulty in moni- 
toring these small underground tests. They have now admitted that, 
and have suggested in this counteroffer that there be a continuing 
scientific study as to how better seismic instrumentation may be 
devised. 

Senator Gore. I thought that their agreement to a further confer- 
ence of experts and the proceedings during this conference of experts 
constituted a recognition of the difficulty. I think you are correct in 
that the chief Russian delegate had not, formally in so many words, 
said so, but there, their actions had recognized this. I will not ex- 
plore this with you further because this is a technical subject which 
no doubt we will have further opportunity to explore. 

Senator Green. Senator Carlson. 


ADVANTAGES OF SUMMIT MEETING 


Senator Cartson. Mr. Secretary, further discussing this summit 
conference, I wonder if we might not profit by past conferences which 
have been held by high level people where they had agendas, where 
they had high hopes and where they reached agreements, and some of 
them turned out to be quite unsatisfactory, namely Yalta and Teheran, 
I think those go back into history, and I wonder if you would not 
agree with me that it might be well to meet and see if we can’t reach 
some sound proposals that can receive further discussion and even- 
tually develop into something that will bring about what I hope to 
be not only a disarmament program but a peaceful solution of prob- 
lems as well. 

Secretary Herter. Senator, that is our hope naturally. The ex- 
perience in 1956 was a very disturbing one, because at that time there 
seemed to be agreement at a high level and the minute it was trans- 
lated farther down it fell to the ground. As I say, we are hopeful of 
this exploratory method of seeing if we can’t resolve these things. I 
think we would be very negligent if we refused to explore them. 

Senator Carison. That is all, Mr. Chairman. 

Senator Green. Mr. Lausche, have you any supplementary ques- 
tions ¢ 

IS SOVIET UNION INTENSIFYING ITS AID PROGRAM? 


Senator Lauscue. I would like to enter into a discussion of the 
subject of economic and military aid that the Soviet is giving. I have 
before me the Mutual Security Program summary presentation booklet 
of 1959, and it contains a description of what the Soviet bloc was do- 
ing by way of aid beginning in 1954, It states here: 


The program of economic and military aid was begun in 1954 and has grown 
steadily each year since then. There is no indication that it has reached a 
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plateau. New assistance extended in fiscal year 1959 by the bloc of $813 million 
was 4 percent more than in fiscal year 1958. 

Now the 1960 booklet contains no discussion of what the Soviet- 
Sino bloc is doing. Are you able to tell whether they have reached 
a plateau and have leveled off or whether they are intensifying their 
program with the view of winning the support of the less developed 
nations of the world? 

Secretary Herter. I think that very detailed testimony will be 

iven to you on that score. We have made a very careful analysis of 
it, You take only in recent weeks we have the Cuban trade agree- 
ment, the credit there in connection with sugar. We have the In- 
donesian, the terms of which we don’t know. It has been announced, 
a $250 million additional credit to Indonesia. We are tabulating all 
of these. It is somewhat difficult to evaluate. Although announce- 
ment has been made of a $250 million credit, we don’t know what 
the terms of it are. We don’t know whether this is just a barter 
deal and what is involved in it. 

We have also, I am told, on page 5 of the new booklet a discussion 
of it. 

Senator Lauscue. I notice that you do have on page 79 of the 1960 
booklet a description of Communist activities in Africa. They have 
gone into Ethiopia and they have gone into Guinea. On page 5 of the 
booklet there is also some discussion. 

While I do not believe in our Government reacting to what the 
Soviet bloc is doing, it does seem to me that they have reacted to what 
we have been doing in this field, and that they have not reached a 
plateau, but they are intensifying their program, going into every 
nation where they feel that there is dissatisfaction. 

That is, they have gone into Indonesia, they have gone into Cuba, 
they went into Egypt, they went into Afghanistan. Now my question 
is, what is your appraisal of it? Are they intensifying their program 
or not ? 

Secretary Herrer. My impression would be definitely that they 
are, that they are going to pick their spots just as you have indicated 
where they fee] they can make the most progress, accompanying eco- 
nomic aid with political operations, 


PREPARATION FOR SUMMIT MEETING 


S 2 

connected with mutual aid, Mr. Secretary, you stated that the Soviet 
Union has been informed that you are prepared to discuss any subject 
which is desirable and which they want to discuss at the summit meet- 

; is that correct ? 

ecretary Herrer. Yes; we have put no bar on any subject. We 
could not stop them from raising any subject anyway, and if we 
began trying to put limitations on what might be discussed, there 
might be no end to that. 

enator Lauscuer. Has the Soviet Union indicated to you its desire 
to have an agenda established ? 

Secretary Herter. They have not. 


Senator Lauscur. Now then, going into a subject not immediately 
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Senator Lauscur. How did you communicate to the Soviets the 
willingness of the United States to discuss any subject that may be 
suggested by them ? 

Secretary Herter. I think probably that has come through largely 
a question of 

Senator Lauscue. Public statements? 

Secretary Herrer. No; there has never been any public statement 
that I know of on that subject. I think it is merely something that 
has been taken for granted. 

Senator Lauscur. That has been taken for granted by all of the 
participants in the summit ? 

Secretary Herrer. By all the participants. The same holds true 
when we meet with Chancellor Adenauer or General de Gaulle. If 
the President meets with them he is free to discuss anything that he 
may have on his mind. They are free to discuss anything that they 
may have on their minds. 

Senator Lauscusr. Have our allies suggested the creation of an 
agenda ? 

Secretary Herter. No,no. We have been discussing with our allies 
matters that we think would be of value to discuss. We have a num- 
ber of committees working on that subject at the present time. 

Senator Lauscue. Is there any disagreement between our country 
and our allies about whether there should be a fixed inflexible agenda 
or whether a whole gamut of subjects might be discussed ? 

Secretary Herrer. I don’t think there is any disagreement. You 
can’t help it. If somebody wants suddenly to discuss something dur- 
ing the course of a conference, you can say, “Well, we won’t discuss 
this, it is not profitable to discuss it,” if it is a new matter, if we felt 
we could not get anywhere on it at all. But if you tried to delimit 
points which could be discussed in your preliminary planning, it 
would be very difficult to do. 

Senator Lauscue. I merely want to express the opinion that I 
think that in the 1956 summit meeting extraordinary hopes were 
awakened. The newspapers of the country in bold headlines carried 
the story of what the achievements were to be. But when it was all 
clear and sifted we found that nothing was achieved to the grave 
disappointment of the people as a whole. 

Secretary Herter. In that conference a lot of preparatory work 
was done by foreign ministers and it might just as well not have been. 

Senator Lauscur. Yes. That is, the world knows that we are pre- 
pared to discuss any subject that the Soviets will ask to discuss. 

Secretary Herrer. We have nothing to hide or nothing to fear in 
the discussion. 

Senator Lauscue. That is all. 





REMOVAL OF SECRECY COMMENDED 


Senator Green. Mr. Church, have you any questions? 

Senator Cuurcu. I have, Mr. Secretary, just one subject to pursue. 
It is 10 minutes after 12, and I think in the interests of brevity I might 
best make an argument and then invite your comment with respect to 
it. 

I want to say at the outset that last year there was a considerable 
objection made in this committee with respect to the secrecy blanket 
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over the Mutual Security Program, and that criticism focused upon 
the classification of military assistance in Latin America, where there 
seems to be no valid security reason for it. 

I want to commend the Department for the role that I am sure 
it must have played in coming to an agreement with the Pentagon 
whereby the country-by-country figures on past military assistance 
in Latin America have been now disclosed in the press and to the 
public. I think this is a very commendable thing. Now it is with 
respect to this subject of military assistance generally in Latin Amer- 
ica that I would like to make my argument. 


REDUCTION OF LATIN AMERICAN MILITARY ESTABLISHMENTS 


In 1957 when I was a delegate observer of the Senate at the Economic 
Conference in Buenos Aires, the Secretary of the Treasury, Mr. An- 
derson, said that it was the position of the United States that it would 
be to the advantage of the countries of South and Central America 
if steps were taken to reduce their military establishments so that a 
greater proportion of their resources could be directed to economic 
development that would lift the living standards in their countries. 

I have been told since, only recently by Secretary Anderson and 
by others, that this still remains the position of the United States with 
respect to Latin America. 

nly recently the Presidents of Peru and Chile I understand have 
come forward with their own recommendations that disarmament 
negotiations should take place looking toward the reduction of the 
military establishments in these nations. It does seem to me that 
these countries have a historic opportunity, situated as they are behind 
the American shield, to decrease their military establishments and 
thus actively to cooperate in an effort to uplift living standards by 
siphoning greater amounts of money into the economic field and 
social field. Now, given that position of the United States, I can’t 
understand why we have nevertheless directly contributed to augment- 
ing these military establishments through a military assistance pro- 
gram which in the past 10 years has amounted to nearly half a billion 
dollars, and why this year more than half of all of the money that is 
contemplated to be spent in Latin America will be for military assist- 
ance. In the past the Congress has expressed itself on this subject. 
The House of Representatives did a thorough study and the House 
committee recommended the progressive elimination of military as- 
sistance in Latin America. Last year the Congress wrote into the law 
a specific limitation permitting no further increase in that program 
above current levels. And I feel that had we not written that limita- 
tion in, you quite likely would be recommending here today a larger 
amount of money for military assistance than you are. I can’t recon- 
cile these two positions. 


SFFECT OF U.S. MILITARY ASSISTANCE ON POLICY OF REDUCTION 


On the one hand, our position is that it would be in the interest. of 
South America to reduce their military establishments, and it would 
work toward our own objective of increasing living standards. On 
the other hand, we continue to siphon American money down into 
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South America which can only result in further augmenting the size 
and the burden of these establishments. 

Secretary Herter. Senator, may I go back in history a little bit? 
The military assistance that we have given in South America has 
been something which has been determined by the Joint Chiefs of 
Staff as being of a type and kind which would be of assistance in 
hemispheric defense and a joint effort. This would cover our entire 
program with the exception of two commitments that we have. 

One is a 10 year commitment we have with Venezuela which was 
entered into perhaps 5 years ago, in 1957. 

The other is our commitment to Brazil in connection with certain 
facilities that they made available to us as you know. 

I understand that for the coming year outside of those two commit- 
ments, the total for all of South and Central America would be about 
$31 million and that is all. In other words, it is a continuously de- 
creasing amount. Our policy is identical as it was when Secretary 
Anderson made that statement. In fact I have got here a quotation 
from the President’s statement of March 8, this year, in which he said: 

Many persons do not realize that the United States is just as committed as 
are the other republics to the principles of the Rio Treaty of 1947. This treaty 
declares that an attack on one American Republic will in effect be an attack on 
all. We stand firmly by this commitment. This mutual security system proved 
by time should now enable some of the American Republics to reduce expendi- 
tures for armaments and thus make funds available for constructive purposes. 

Senator Cuurcu. I am glad that this continues to be our policy 
and I am hopeful that we will seek to implement it in every way 
through the Mutual Security Program. I will want to take up with 
the Department, when your specialty spokesmen are present, some 
prospective amendments to this law that might assist in furthering 
that objective. 

Thank you, Mr. Secretary. 


REMOVAL OF LATIN AMERICAN MILITARY ASSISTANCE CEILING OPPOSED 


The Cuatrman. Mr. Secretary, I have just one or two sort of in- 
cidental items I would like to question you about. One is 
about these American Republics. I understand the administra- 
tion wishes to delete the language put in with regard to the overall 
ceiling on military aid. I introduced yesterday a proposed amend- 
ment, which would make it more inclusive and a little tighter. We 
will, of course, expect the administration to discuss that at the proper 
time. This ceiling, as you know, was inserted by the committee last 
year. I can’t speak for the committee yet because they can also re- 
consider their position but as of the moment my position is the same 
as it was last year. I want to try to limit this military assistance to 
the Latin American countries. 

[ noticed one other item. 

Secretary Herter. Mr. Chairman, might I interject just a moment 
there ? 

The CuHatrMan. Yes. 

Secretary Herter. The reason we wanted to eliminate that particu- 
lar thing was that it did not mean anything as it read. It applied 
only to a year that bas already gone by. 
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The Cuatrman. Then maybe you might support the proposed 
amendment. 

Secretary Herrer. It is something that we would certainly want 
to consider and study our figures in connection with it. 

The Cuatrrman. That is good. 

Secretary Herter. It meant nothing. 

The Cuarrman. I understand your interpretation of it. 

Secretary Herrer. Yes. 

The CuairmMan. We did not realize that there would be that inter- 
pretation. : 

Senator Gorr. Would you yield there just in that connection ? 

The CHarrman. Yes. 


WESTERN HEMISPHERE FORCE 


Senator Gore. Mr. Secretary, not wishing to keep you beyond the 
noon hour, in connection with Senator Fulbright’s remarks and 
Senator Church’s, you will recall that I offered, the committee 
adopted, and the Senate adopted last year an amendment earmarking 
a certain percentage of the military assistance to Latin America for 
the use of the Organization of American States, for the creation of a 
hemispheric force, sort of a Western Hemisphere NATO, both for the 
purpose of preserving security within the hemisphere and resisting 
intrusions from without, both ideological and military. I will again 
offer that amendment, and I will get the exact wording and submit 
it to you for comment as Senator Fulbright will do. 

Secretary Herter. Thank you. 


AID TO AMERICAN-SPONSORED SCHOOLS ABROAD 


The Cuarrman. Mr. Secretary, one other item. You will recall 
the Senate gave permissive authority to the administration for assist- 
ance to American-sponsored schools abroad in fiscal year 1959 up to 
$10 million, which was increased to $20 million in fiscal year 1960. 

My staff here has informed me that you spent under that authority 
$4,275,000 in fiscal year 1959. You estimate $4 million in 1960 and 
you will, I believe, propose $2.5 million in 1961. Do you have 
any comment to make as to why more of the authorized amount was 
not utilized for this purpose? 

Secretary Herter. I am told—I am sorry that I don’t have the 
answer at my fingertips—I am told that this was a budgetary limi- 
tation because the money was not there. 

The Cuatrman. Well, the authority given to the administration 

was to use any of their appropriated funds up to the ceilings. This, 
of course, entails a judgment on the part of the administration as 
to whether or not this purpose is as valuable as some of the other 
purposes to which you devote the funds. 
_Iam very disappointed that your evaluation of this activity, par- 
ticularly in the Middle East, is so low. I think there is lots of evi- 
dence that these schools in Turkey, Lebanon, Greece, and Egypt 
have made and can continue to make a great contribution to the 
senility of the area and also to our standing in the area with these 
people. 
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I would urge the administration to reevaluate this program, be- 
cause it is not a question of money not being there. It is whether 
or not you wish to spend the money that is made available for this 
purpose or for some other in my opinion less important purpose, 
That is the whole question. ae 

Secretary Herrer. Mr. Chairman, I think that question is a prob- 
lem we have to face usually at the end of the legislative session, 
depending on how great the cuts are that have been made in our 
program, where we have to reprogram very quickly after we know 
what the final amount is that has been granted to us by the Congress, 
reprogram our entire program. 

I personally put a very high value on this particular item. I 
can’t give you the reasons as to why no more than that was spent 
last year or why we programed only 4 million, but I will certainly 
look into it. 

(The information referred to is as follows:) 


STATEMENT ON AID TO AMERICAN-SPONSORED SCHOOLS ABROAD 


Section 400(c) of the Mutual Security Act authorizes aid to American- 
sponsored schools abroad in the amount of $20 million. Of this amount $4,275,- 
000 was obligated in fiscal year 1959; $4 million is planned for obligation in 
fiscal year 1960; $2,500,000 is being requested for fiscal year 1961. Funds for 
this program come from special assistance. 

The determination as to how much funds should be allocated for this program 
following appropriation, or how much should be requested for appropriation, 
depends on many factors. Some of these are: (1) evaluation of the merits 
and need of the requests for aid; (2) consideration of the competing needs of 
other programs and projects, financed from special assistance funds; (3) con- 
clusions as to the amount which may be needed in any given year to achieve 
specified U.S. objectives; (4) amounts which may be available from other public 
or private sources; etc. 

These factors were considered in arriving at an executive branch request for 
$2,500,000. Additional funds for aid to American-sponsored schools could, of 
course, be usefully used, but in the view of the executive branch, additional 
funds are not required in fiscal year 1961 to achieve our specified objectives. 

It is to be noted that the American-sponsored schools abroad are not dependent 
solely on the dollar appropriations under section 400(c) for assistance from the 
U.S. Government. The International Educational Exchange Service of the 
State Department has a small dollar fund and considerable resources from 
local currencies to devote to this purpose. 

An administrative decision was recently taken that the institutions of higher 
learning should be given priority in use of available funds. The reason for this 
decision is that of the American-sponsored educational institutions, which meet 
the criteria established under this section 400, institutions of higher learning 
ae ree potential for contributing to economic development relatively 
quickly. 

It may be noted that in the terms of the act, the justification for aid to 
American-sponsored schools abroad is that they serve as “study and demonstra- 
tion centers for ideas and practices of the United States. * * *” The regular 
programs of the International Cooperation Administration in technical assist- 
ance in education include this same objective along with others. These too 
will have a widespread application through the development of institutions 
directly tied into the educational structure of the country. For fiscal year 
1961 $2,500,000 is requested for aid to American-sponsored schools abroad as 
compared with a request of $41,955,000 for all educational technical assistance 
in all countries. 


NEED FOR ASSISTANCE TO SCHOOLS ABROAD 


The Cratrman. I recall the chairman of the board of the Ameri- 
can University in Beirut told me there was a great demand and he 
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thought there would be a great opportunity if we could do something 
along that line. 

As you know, they don’t have the money. It is a private institu- 
tion, and as with most private educational institutions they are very 
hard up. He believed, as I believe, that this would be a very efficient 
way to spend some of this money rather than on more arms and more 
of this and that which goes to the area. You have spent approxi- 
mately half of that which has been authorized. 

It is true you have to take it from some other activity. That is 
true with nearly all of our programs. You have to evaluate which 
is more important than the other. But I would certainly urge the 
administration to give a little more importance to this activity. I 
think there is great evidence in this whole area that the American 
University in Beirut, Robert College, the American University in 
Cairo, the College in Greece, have all made a great contribution. I 
think the Senate believes that and the committee believes that. That 
is why we put the authority in the act to spend up to that amount. 

Senator Geas, Would you yield again, Senator? 

The Cuarrman. I yield to the Senator from Tennessee. 

Senator Gore. An official of considerable importance in Iran re- 
marked to me that the American College, which was a church-sup- 
ported school now closed, had created more goodwill for America 
and more sympathy for the democratic cause than all the hundreds 
of millions of dollars we have spent there in the aid program. Maybe 
that was overstated, but I cite that to you in support of Senator 
Fulbright’s view. 

Secretary Herrer. Thank you. 


ORIENTATION OF FOREIGN STUDENTS IN THE UNITED STATES 


The CuarrMan. There is one other question along this line. About 
2 weeks ago a delegation headed by the president of the University 
of Pennsylvania called upon me. There are, as you know, in round 
numbers about 50,000 foreign students in this country. Only a few 
of those, much less I think than half, are here under government 
programs. 

The ones directly under Public Law 402 and 584 run in the neigh- 
borhood of 5,000 or 6,000, and then there are some miscellaneous 
groups that come under ICA and others that are somewhat different. 
But the point is this. These students who come here with their own 
resources, financing themselves, very often have no means of becom- 
ing acquainted with the particular community in which they happen 
to live during their scholastic period here. 

There is little or no supervision provided for them. And the uni- 
versity delegation said that this is becoming a problem, that they 
feel—they have I think between 300 or 400 students there—that there 
is no one who has any organized responsibility for seeing that they 
receive proper, well, using a general term, orientation. That means 
language training, but more particularly, introducing them to local 

ople, and making some provision for their social activities—in a 

road sense, making them feel at home. Now the university head 
thinks this is very important. These people pay their own way here, 
and with a very little effort on our part we could make that expe- 
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rience a profitable one. In too many cases, being neglected while they 
are here receiving an academic training, they leave with an unfavor- 
able view about our society, the country and the kind of people we are, 
His proposal I thought was very modest. 

It was something along this line. He said they had scraped the bot- 
tom of the barrel trying to do this job, and just had no more 
money for it. He said with, say, $25,000, it would make all the differ- 
ence in the world whether or not these students have some supervision 
and some assistance. 

It surprised me to begin with, because it is no secret that Pennsyl- 
vania is one of the richest States in the Union and that university is 
a very rich university. Now, if this situation affects a school like 
that, what would be the case in less well-endowed institutions? 

He said that they had made a survey of 19 institutions, each of which 
had more than 300 foreign students, some of them substantially more 
than that, and that all but one—and that one I think was the most 
heavily endowed university in the country, with which the Secre- 
tary is well acquainted—felt that this was a serious problem and that 
the students did not have proper supervision. So he persuaded me to 
introduce an amendment to Public Law 402 which would again auth- 
orize the Department to allocate on a matching basis and with proper 
restrictions relatively small amounts to these institutions, the purpose 
being to take advantage of these voluntary privately financed visits, 

It seemed to me a very appealing proposal, and I again introduced 
that and I hope the Department will give some thought to it and 
I hope will be able to support it. 

It would be supervised and administered by the Department and 
they could put proper limitations on the funds. It isn’t proposed to 
give the students anything directly. It is only proposed that the 
institutions receive some assistance which would enable them to set 
up a small group, maybe two or three people in the institutions, to 
see that the foreign students are not just left in the community with- 
out anyone responsible for their welfare while they are with us. 

It seems to me a very little thing we could do and that here is a 
great opportunity we are missing. 

Secretary Herter. I understand that you have just raised the 
matter with us very recently. 

The Cuarmman. That’s right. 

Secretary Herter. We are considering it and considering it I think 
sympathetically. I know a little about that problem just from the 
point of view of the institution that you mentioned. 

In Cambridge, Mass., it is a problem not alone of Harvard Uni- 
versity but Massachusetts Institute of Technology, Boston College, 
Boston University, and a very large group of educational institutions 
that had foreign students. There it was handled largely by private 
individuals who would organize the students’ group. 

They have a building of their own which is sort of a clubhouse for 
them, and in which the contacts that they make with the very type 
of individual who keeps watching their own social activities and their 
own external activities from their study has worked out very well. 
But that is a hit or miss proposal. 

In some places it will work well, in others, there are some places 
as you know—— 
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The Cuatrman. As I said, I excepted that particular university 
because they are particularly well endowed— 

Secretary Herter. Yes. 

The CuarrMaNn (continuing). From several points of view to handle 
it as you have suggested. 

Secretary Herter. But most of that money that is handling that is 
private subscription. | 

The CuarrMan. Some of the money that they have at the Univer- 
sity of Pennsylvania is private but he says it is unreliable. They 
cannot set up a program and depend upon these sources. ‘They have 
not succeeded up to now. He says they have tried and given it their 
best efforts. These are very responsible people and his assistant, who 
was the one who conducted this survey of these various institutions, 
seemed to be very well informed upon the issue. 

On its face it looks like a good proposal that would not involve 
very much money I don’t think. I have heard similar stories some 
time ago but they were not as concrete nor had anyone developed 
this survey and really developed it as the University of Pennsy]l- 
vania had. I heard these stories particularly from the Los Angeles 
area where there are a great many Asian students. One of the 
heads of one of those institutions said that a great many of these 
students came there to study. There was nobody really with re- 
sponsibility for them. They stayed a year and were greatly disil- 
lusioned over their experience. 

They had no way of becoming acquainted with the people, the 
proper people that they ought to, and they felt neglected. It was 
questioned whether or not it did not do more harm for them to come 
here without any supervision than not come at all. 

I think that is a very serious question. He cited—I can’t remember 
the cases now—but he cited several prominent leaders in the present 
Communist government of China and one or two other Southeast 
Asian countries, brilliant people who came here, became disillusioned, 
went back and were now the leaders of our enemies. He was using 
this as an illustration that it is worse to have them come and not 
treat them properly and not pay any attention to them than to have 
them not come at all. 

Anyway, I commend it for your consideration and I hope that 
something can be done in this field that will take full advantage of 
this opportunity. 

The Russians now are proposing a university at which they pay 
all expenses to bring them there. They give them board and room 
and everything else, to get them to come to Moscow. Here we have 
this large number who are coming here on their own. The least we 
can do is put out a little bit of effort to see that they are properly 
treated. 

Do you have anything further you would care to volunteer to 
enlighten the committee ? 

Secretary Herrer. No, Senator, I think you probably have a good 
many more witnesses. 

The Cuatrman. We have the Under Secretary this afternoon. 
Thank you very much, Mr. Secretary. 

I think it has been a very fruitful meeting and you were very 
kind to come and give us your advice, 
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Secretary Herrer. Thank you. 
The Cuatrman. The committee is adjourned until 2:30. We will 
meet in room F—53 in the Capitol. 
(Whereupon, at 12:35 p.m. the hearing was recessed, to reconvene 
at 2:30 p.m.) 
AFTERNOON SESSION 


(The committee resumed at 2:40 p.m., in room F-53, U.S. Capitol, 
Senators Fulbright (presiding), Green, Mansfield, Church, Wiley, 
Hickenlooper, Aiken, Carlson, and Williams present. ) 

The Cuarrman. The committee will come to order. We are very 
pleased to have this afternoon the Under Secretary of State, Mr, 
Dillon, who will give us his testimony on the pending legislation. 

Mr. Dillon, will you take over please. 


STATEMENT OF HON. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE 


Mr. Ditton. Mr. Chairman, it is always a pleasure to appear before 
this committee, and particularly at this early stage in your considera- 
tion of the Mutual Security Program for fiscal year 1961. 

This year we are asking reenactment of the basic Mutual Security 
Act, with relatively few modifications. These are intended to facili- 
tate effective administration and to relax certain requirements which 
hamper our capacity to cope with such specific challenges as the Indus 
River Basin development and the needs of the Palestine refugees in 
the Near East. 

The sum requested is $4,175 million. Although it is a somewhat 
larger amount than was sought last year, it will merely permit ex- 
penditures to be maintained at about current levels. 

The bulk of the increase is concentrated on the military assistance 
program, which has now been squeezed to the point where expenditures 
in the current fiscal year will decline to about $1,800 million—25 per- 
cent less than the average annual rate of the past 5 years. 

I shall confine my discussion to certain elements of the program 
which I feel will be of particular interest to this committee. They 
are— 

First, the prospect for reducing grant aid. 

Second, the possibility of accelerating the economic develop- 
ment of Taiwan. 

Third, the opportunity for progress in South Asia, 

Fourth, the need to make a start toward dealing with the re- 
quirements of Tropical Africa. 

Fifth, the situation of the Palestine refugees. 

Finally, the impact of the program on the U.S. economy. 


THE PROSPECT FOR REDUCING GRANT ECONOMIC AID 


A report was transmitted to the Congress March 4 on “Grant Eco- 
nomic Assistance Relating to Defense Support and Special Assist- 
ance Programs.” Prepared in accordance with section 503(c) of the 
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act, it is the condensed result of a 4-month review which enlisted the 
efforts of country experts in Washington as well as country teams 
abroad. 

The purposes of the review were: first, to insure that proposed 
grant aid programs were at the minimum level consistent with U.S. 
national security and foreign policy objectives; second, to meet those 
objectives through loans, rather than grants, wherever feasible and 
appropriate; third, to insure that the programing of grant aid for the 
coming fiscal year represented a firm step toward a definite longer 
range goal. 

Most of our present grant aid programs were created to meet po- 
litical and military emergencies in the Far East and Near East— 
either in response to direct Communist aggression, or to crises attend- 
ing the birth of newly independent nations in conditions of instability 
and insecurity. 

The situations which led to the inauguration of our programs are 
still largely with us. They constitute valid and compelling reasons 
for continuing grant aid. 

However, improving conditions and rising national incomes will 
permit most of the recipient nations to finance more of their needs out 
of their own resources. ‘They are making sufficient progress to war- 
rant our envisioning progressive reductions in grant aid without 
jeopardizing our objectives. 

he plans for such reductions presume that rising national incomes 
can be maintained in recipient countries. They also presume that 
grant aid will be continued where essential needs cannot be met out 
of rising incomes. However, where aid contributes directly to eco- 
nomic development and thus generates income with which to repay 
borrowing, it is presumed that essential needs will be met increasingly 
through loans. 

These plans are designed to accelerate progress by providing more 
development assistance and by encouraging recipient countries to 
make better use of their own resources. They do not contemplate 
either the abandonment of our foreign policy objectives or the sub- 
stitution of loans for grants where loans would not be appropriate. 

We therefore seek continued authority for grant aid, although we 
shall strive to keep such programs to a minimum. The committee will 
note that reductions are proposed for fiscal year 1961 in 12 out of 22 
existing grant aid programs, including 9 of the 12 defense support 
programs. 

Of the remainder, three are proposed at the current level. Minor 
increases are proposed for three others. The situation in four special 
cases requires increases. 

As for future years, these plans envisage progressive reductions in 
most of the present grant programs. We have based these plans on 
what we now consider to be reasonable and realistic presumptions, but 
many of their elements are difficult to predict. Among these elements 
are political factors, economic policy adjustments, the state of export 
markets, progress in improving internal administration, plus other 
intangibles which are beyond our control and frequently beyond the 
control of the governments of the recipient countries. 

53356—60-—_4 
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PRESUMPTIONS UNDERLYING PLANS FOR REDUCING ECONOMIC AID 


We expect to carry out these plans to the best of our ability. But 
we would be less than candid if we did not clearly point out that fu- 
ture developments could invalidate the presumptions underlying these 

lans. 
° In short, we are completely in accord with the objectives of section 
503(c). The program proposed for fiscal year 1961 represents sub- 
stantial advances toward these objectives. We shall continue to 
exert every effort to reduce grant aid. But it is obvious that a pre- 
requisite for progress in the field is the availability of adequate finane- 
ing for economic development purposes. 

We have presumed that our friends in other industrialized coun- 
tries whose economies are showing such marked progress will make 
increasingly heavy contributions toward economic development. 

We also presume that the United States will do its share by increas- 
ing its appropriations for the Development Loan Fund. Accordingly, 
we are requesting an appropriation of $700 million in 1961 for this 
purpose—an increase of $150 million. 


THE ECONOMIC DEVELOPMENT OF TAIWAN 


In preparing this year’s program, we concluded that Taiwan’s 
ability to progress economically might be significantly accelerated, 
Harassed by repeated military attacks—and contributing proportion- 
ately more out of a low income to defense than almost any other free 
world country—Taiwan nevertheless offers one of the most hopeful 
prospects for economic growth of any newly developing country bor- 
dering on the Sino-Soviet empire. 

Taiwan has achieved a significant rate of growth in national in- 
come—thus enabling us to progressively reduce our grant aid over 
the past several years. 

The Government of China has recently proposed a program of 
economic reform to reinforce and enhance the material progress of 
the people of Taiwan, and has solicited our cooperation. 

We propose to respond by maintaining next year’s defense support 
program at approximately the current level, earmarking a portion of 
these funds for the support of Taiwan’s rapidly expanding private 
industries. 

Senator Wirry. How much is that? 

Mr. Ditton. This year the amount was $68 million, Senator. 

We also propose to expand the financing of projects in Taiwan out 
of Development Loan Fund resources. 

Taiwan presents the free world with a challenging opportunity 
to demonstrate that a high rate of economic growth can be main- 
tained in Asia without the oppressive and inhuman excesses that char- 
acterize Communist China’s forced draft economic programs. The 
major effort will, of course, be made by the people of Taiwan then- 
selves. The contribution expected of us is relatively modest. It is, 
nonetheless, a critical one, 
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THE NEEDS OF SOUTH ASIA 


An equally promising opportunity exists in South Asia. Here, two 
heavily populated countries—India and Pakistan—achieved inde- 
pendence in the early aftermath of World War II, and have struggled 
ever since to provide a better life for their impoverished peoples. 

These governments and peoples are as dedicated to maintainin 
their independence and freedom as they are to improving living stand- 
ards. The eyes of the entire world—and particularly of the people 
of other newly developing countries—are focused on their attempts to 
attain economic progress in freedom. 

The need to help them in their struggle has been accepted as an im- 
portant responsibility by a number of the free world’s more indus- 
trialized countries. 

Their efforts have been hampered in the past by a conflict arising 
out of the conditions under which they attained independence. Only 
recently have prospects arisen for resolving that conflict. 

The International Bank was thus recently able to announce signi- 
ficant progress toward an agreement on a major program to develop 
the Indus Basin for the benefit of both India and Pakistan. The 
resources of the Bank will be supplemented by contributions from a 
number of prospering free world countries, including the United 
States. 

For fiscal year 1961, the Congress is asked to support this enter- 
prise and to authorize certain exceptions from normal procedures to 

rmit our full participation. U.S. financing as may be needed be- 

ore the end of fiscal year 1961 will be provided principally by the 
Development Loan Fund. 

In addition to this dramatic project, both India and Pakistan are 
embarked on major long-range economic development programs, 
These programs are about to be accelerated. Their successful ad- 
vancement must continue as a major foreign policy objective for us 
and for our allies, many of whom are making substantial contribu- 
tions. 

Expanded efforts will be required of all. Our capacity to play 
our proper part next year in pelping these and other countries of 
South Asia depends on the availability of adequate funds in the 
Development Loan Fund. Any reduction in the $700 million re- 
quested for the DLF will seriously circumscribe our ability to help. 

Senator Witey. May I, Mr. Chairman, ask a question there? 

The Cuarrman. Yes. 

Senator Wixry. Is the $700 million over and above the amount you 
are asking for mutual assistance? 

Mr, Ditton. No, sir, it is part of it. 

Senator Wixy. Thank you. 


TROPICAL AFRICA 


Mr. Dizon. That i of Africa which lies south of the Sahara 
has not in the past played a prominent role in international affairs. 


In the decade of the sixties, its role may be critical. Africa is essen- 
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tially a Continent of newly emerging states, some of which have only 
recently attained independence. Others will do so this year. More 
will achieve self-government in the years immediately ahead. 

Nowhere has independence been the occasion for higher hopes, 
Nowhere will the difficulties be greater in satisfying human aspira- 
tions. 

The Communist bloc is well aware of the fertile field offered by 
this area is achieving its announced goal of world domination. Africa 
has been made a major target area by the Communists, who are step- 
ping up the propaganda and aid programs and seeking to heighten 
frustration and increase tensions in order to block sound progress 
under free institutions. 

For some years, this area has been the scene of major efforts by 
the industrialized countries of Western Europe to promote economic 
improvement. In 1959, assistance from European public budgets 
approximated $500 million. As independence is achieved, the new 
countries look increasingly to the United States to assist them in 
securing their independence on solid economic foundations. 

While the requirements of the area for development capital—and 
the need for us to provide such capital can be anticipated—can be 
expected to mount, the urgent need now is to develop human skills 
and to create additional technical capacities as a prerequisite to sig- 
nificant growth. 

Therefore, a special program for Africa is being proposed under 
the special assistance title of the act, which would provide $20 million 
during fiscal year 1961 as an initial contribution. 

The amount is but a small fraction of the Mutual Security Program 
proposed for fiscal year 1961. It may, however, be the most signifi- 
cant proposal offered for your consideration. The problems of the 
area are so enormous that we must tread cautiously in finding the 
most appropriate form and technique for our assistance. The sum 
may be regarded as a demonstration of our determination to help the 
peoples of Africa to cope with their problems. 


THE SITUATION OF THE PALESTINE REFUGEES 


The situation of the Palestine refugees continues as a serious poten- 
tial source of instability in the Near East. Despite every effort to 
carry out congressional intent that foreign aid funds be used to 
resettle these unfortunate human beings, it has not been practicable 
for the United Nations Relief and Works Agency to carry out a major 
program of resettlement because of the political realities in the area. 

We have succeeded in having the Palestine Conciliation Commis- 
sion reconvened, and we hope that it will make possible a more funda- 
mental attack on the refugee problem. Meanwhile, these people are 
in desperate straits and must be provided with the minimum neces- 
sities of life. 

As a result of a proviso in section 407 of the act, limiting the use 
of 10 percent of the appropriation for this program to resettlement, 
some $614 million made available by the Congress has been effectively 
immobilized. 

If the Congress will accept our proposed amendment, thus freeing 
this money, our need for new funds will only be $1814 million. 
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IMPACT ON THE U.S. ECONOMY 


I am sometimes asked whether we can afford this program. It is 
a question that our friends of the newly developing areas hear with 
considerable amazement, when they consider our privileged position 
in the world. Yet it is sufficiently prevalent in our own country to 
merit serious attention. 

The proposed Mutual Security Program for fiscal year 1961 would 
consume about eight-tenths of 1 percent of the gross national product 
of the United States—a gross national product that is, on a per capita 
basis, by far the highest in the world. Proposed expenditures under 
the program would represent less than 5 percent of the expenditures 
proposed for our Federal Government. 

Although it is unfortunately true that some of our citizens still do 
not fully comprehend the urgent need for continuing mutual security 
at adequate levels, it is my belief that the vast majority of the Ameri- 
can people look upon mutual security as a direct investment in their 
own future safety and well-being. 

Mutual security has been the subject of considerable misunderstand- 
ing. This past year, a new element of misunderstanding has been 
introduced. I refer to concern over our balance of payments situation 
and foreign exchange reserves. Certainly, the balance of payments 
developments are properly a matter of deep concern to all of us—even 
though recent statistics suggest that substantial improvement is 
already in sight. 

For example, our January commercial export surplus of $354 mil- 
lion compares with a surplus of only $94 million in January 1959. 

However, the relation of the Mutual Security Program to balance 
of payments trends has been considerably misinterpreted. Sight is 
lost of the fact that total expenditures under the Mutual Security 
Program are currently about a third lower than they were between 
1953 and 1955—when our balance of payments was not a matter of 
concern. 

Actually, the recent deterioration in our balance of payments is 
essentially a result of fluctuations in our exports. We consider that 
increased exports are the appropriate corrective. 

Accordingly, we are energetically working with our interested 
agencies of the Government in a joint effort to help our exporters 
achieve a higher rate of sales in the months and years ahead. 

It is frequently overlooked that some 90 percent of the military 
assistance program, and about half of all expenditures under the 
economic assistance programs, are made directly in the United States. 

The volume of indirect expenditures in the United States stemming 
from the program is less readily measured. But it is considerable, 
and it swells our export total. For instance, several hundred million 
dollars of military equipment is purchased each year by nations that 
once received military assistance, but are now in a position to pay for 
their maintenance and replacement costs. 

One measure of the program in terms of our own economy is the 
fact that many countries are buying goods in the United States today 
which they could not conceivably be buying without the economic 
improvement made possible by mutual security efforts of the past. 
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We confidently anticipate that, as more and more of the newly 
developing countries achieve expanding economies with our assist- 
ance, they will become increasingly important customers of the United 
States, and will eventually make important contributions to our own 
economic growth through normal channels of trade. 

It is my personal belief that we not only can afford to set aside a 
fraction of our national income for mutual security, but that we 
cannot afford not to channel this small portion of our resources into 
a program which is designed to protect our own best interests, 

The proposal for fiscal year 1961 is a minimal program adapted to 
changing conditions, modified to reflect recent development, adequate 
to the situations we foresee, and flexible enough to take advantage 
of new opportunities for significant progress as they arise. 

Its purpose is to help us to survive in peace and freedom and 
prosperity, by helping our friends and allies to do the same. It is 
a program and a purpose worthy of the continued support of the 
Congress and the people of the United States. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Secretary, I think that is an admirable state- 
ment. It is the clearest, most concise case for the Mutual Security 
Program that I have heard in a long time. 

According to the practice adopted this morning, we will limit the 
first round of questions to 5 minutes, and then on the second round 
members will have a longer period to question the Secretary. 

Senator Green, would you like to begin the questions ? 


REDUCTION OF GRANT ECONOMIC AID 


Senator Green. Let me congratulate Mr. Dillon on his statement. 
be interesting, and I noticed so many things I would like to ask 
about. 

You stated one of the purposes of the review of grant economic aid 
program to be that of insuring that such programs were “consistent 
with United States national security and foreign relations objectives.” 
Wherein could they be inconsistent? 

Mr. Ditton. Well, I mean by that, Senator, that if they were so 
low as to result in chaos in a country that would be inconsistent with 
our objectives. 

Take, for example, Korea: If we didn’t have any grant aid program, 
there would be some form of chaos there and that would be incon- 
sistent with our objective. 

Senator Green. And you said: “We shall continue to exert every 
effort to reduce grant aid.” 

What efforts have been made to reduce grant aid? 

Mr. Ditton. A major effort has been made this year. As outlined 
above, 12 out of the 22 existing programs, including 9 of the 12 de 
fense supporting programs, are being reduced. And if it hadn’t been 
for this special program on Taiwan which I mentioned, that would 
have been 10 out of the 12 defense support programs that would have 
been reduced. 

Senator Green. Who is going to make this effort? Who have you 
in mind when you say, “We shall continue to exert every effort”? 

Mr. Dutton. Certainly the executive branch throughout. 
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Senator GreEN. It might not spend all that is appropriated? 

Mr. Ditton. No, sir; I think we will probably do that. 

Senator Green. What is the reduction from ? 

Mr. Ditton. Reduction from what was spent this year. 

Senator Green. You can’t spend any more than we appropriate, 
can you ¢ 

Mr. Ditton. No, sir, but this runs right through the future. The 
idea of this program is to get plans for 3 or 4 years ahead, and this is 
our basic program : to continue—— 

Senator Green. What you mean is that the Administration will 
make every effort to get the most it can from all the appropriations 
we make ? 

Mr. Ditton. Yes. 


SINO-SOVIET EMPIRE 


Senator Green. You speak of the Sino-Soviet empire. That is a 
picturesque phrase. Has it any basis in fact ? 

Mr. Ditton. Well, we can call it what we want, but it is certainly 
avery close-knit bloc, which is working together to achieve world ob- 
jectives, and I would certainly think that the Soviet area could be 
called an empire. 

Senator Green. What is the evidence of that working together? 
Of course, they adjoin territorially, but how are they close together 
otherwise ? 

Mr. Ditton. Well, they are close together in that fundamentally 
the Soviets support Communist China and all their activities against 
the United States and against the Republic of China. 

The Chinese Communists support the Russians ideologically. They 
both believe that the world will have to be a Communist world. They 
may have different views as to who is going to run that world, but 
they both are working together to achieve that basic purpose. 


TAIWAN 


Senator Green. Well, you think Taiwan represents a real threat to 
the Sino-Soviet empire ? 

Mr. Ditton. No; I don’t think it represents any threat to them. 
They represent a threat to Taiwan, because they are trying to—— 

Senator Green. You said that “Taiwan nevertheless offers one of 
the most hopeful prospects for economic growth of any newly devel- 
oping country bordering on the Sino-Soviet empire.” 

Mr. Ditton. The threat I would say is an indirect one. 

Senator Green. What is the significance of it? 

Mr, Ditton. Taiwan has the opportunity to develop very rapidly, 
which they are doing now; and if they continue to grow the next 5 
or 10 years, it would make a wonderful example, which would be 
very important throughout all of Asia, particularly Southeast Asia, 
of what could be done under freedom, as compared to developments 
inmainland China. 

Senator Green. What is the proposed contribution to Taiwan? 

Mr. Ditton. Our contribution this current, year is scheduled, as I 
mentioned, to be $68 million in economic assistance, plus some mili- 
lary assistance. I don’t have that figure readily available. 
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The Cuairman. Your time is up, Senator. We will come back to 
you later. 

Senator Green. Thank you very much for the answers to the ques- 
tions I have asked. 

Mr, Ditton. Thank you, Senator. 


AID FUNDS EXPENDED IN THE UNITED STATES 


The Cuarrman. Senator Wiley. 

Senator Witey. I, too, join in complimenting you on a very clear 
statement. There are a few questions I want to ask. 

You said that the amount requested is $4,175 million. How much 
of that is in military assistance? You say it has been squeezed to 
the point where the expenditures will decline to $1,800 million; is that 
the military ? 

Mr. Ditton. Yes, sir. We are asking for $2 billion in military 
assistance. 

Senator Wier. Now, then, you bring out the point which I think 
is very important for the American people who are paying the taxes 
that 90 percent of the military assistance is expended in this country; 
is that right? 

Mr. Ditton. That is correct, Senator. 

Senator Witey. And of the expenditures for the economic assist- 
ance, which would be the balance after taking out the $1,800 million, 
one-half of that is expended in this country; 1s that right? 

Mr. Ditton. That is right; yes, sir. 

Senator Wixry. And the rest of the money then goes to the par- 
ticular countries that are the beneficiaries of the grants or the loans; 
correct ? 

Mr. Ditxo0Nn. Initially, that is correct. 

Senator Witey. How much is in loans now? 

Mr. Ditton. Our Development Loan Fund last year had some $550 
million. That is the bulk of the loans. 

Senator Wiiey. Well, then, let’s try to estimate the impact. Ninety 
percent of military assistance is spent here and one-half of the balance 
In economic assistance is sent abroad. That means sent abroad in 
credit or in dollars. 

Mr. Dion. It would go abroad in dollars, Senator, and they would 
then spend them in some other part of the world. But, as I say, you 
can’t measure the indirect benefits to the United States; the country 
which gets those dollars often would spend them in this country. 

We have figures for the last full year—I think it was 1958—no, 
fiscal year 1959, which ended last June. Of the total expenditures of 
$3,898 million for the Mutual Security Program, about $3,000 million 
was spent in this country, and about $1 billion initially was spent 
abroad. 
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That is offset by the amount of military purchases for dollars in 
this country, which would not otherwise have been made, spare parts 
and things of that nature, which averages about $370 million. So the 


net effect is something over, just over $600 million on our balance of 
payments. 


Senator Witey. Those are like homing pigeons; they will come back. 
Mr. Ditton. Much of that $600 million will come back. 
Senator Wier. Yes. 


PALESTINE REFUGEES 


I notice what you said about the Palestine refugees, also. There is 
nothing definite there except you hope that the Commission taking 
hold of the matter will find a solution. 

Have you anything definite? 

Mr. Ditton. No, Senator. The only definite improvement that we 
were able to get at this time was an agreement to go over the rolls of 
the refugees and bring them up to date, modernizing them, which is 
a great advantage, and which hasn’t been done for some years. 


IMPACT OF AID ON DOMESTIC ECONOMY 


Senator Witry. You have given us pretty clearly the impact in 
concrete form of the program on our economy. 

How many jobs does that create in this country; do you know? 

Mr. Dition. There was an estimate made by the National Plan- 
ning Association in 1957, and I see no reason why that would be 
greatly changed. It cited some 530,000 jobs. 

Senator Wixey. 530,000 Americans employed in this country? 

Mr. Dituon. Yes. 

Senator Wirry. That doesn’t take into consideration the impact 
of the homing pigeons, does it ? 

Mr. Ditton. No, there is no way of measuring that. 


INDUS BASIN PROGRAM 


Senator Witey. Would you mind telling us just briefly what your 
program is for tropical Africa? It seems to me your amount there 
is pretty small, if you expect any concrete results. We hear so much 
about what the Kremlin is doing. 

I think you mentioned India. Of course, we know the Kremlin 
has invested quite a little money in India in a steel plant. We know 
that, don’t we? 

Mr. Ditton. That is correct; yes, sir. 

Senator Witey. You don’t think that that investment there is 


oing to affect the thinking of the Indians in the slightest degree; is 
that right ? 
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Mr. Ditton. I don’t think it will have any basic effect on the Indian 
thinking at this time; no, sir. 

Senator Witey. And you feel that our contribution in relation to 
the Indus River, between India and Pakistan, is going to bring about 
a wholesome condition between those two countries ? 

Mr. Ditton. Our contribution, together with those of the other 
countries who will also join in this, should be very helpful, provided 
final agreement is reached. It looks as if a final agreement will be 
reached, but it hasn’t yet been achieved. It looks as if it will take 
another month. 

Senator Witry. My time is up, so thank you, sir. 

The Cuarrman. Senator Sparkman. 


REPEAL OF SMALL BUSINESS AMENDMENT 


Senator Sparkman. Mr. Secretary, I will ask a few very brief 
questions. 

First, I note that the bill that has been sent up would repeal sec- 
tion 504(d) of the act, which was written into the law last year by 
this committee, with the idea of helping form small business concerns 
by furnishing surplus tools and equipment owned by the U.S. Gov- 
ernment agencies. 

Why? 

Mr. Dutton. Senator, the only reason for that was that we have 
that authority anyway. This authority, I think by this committee, 
was meant to emphasize the desire of this committee that action 
should be taken in this field. 

However, the Appropriations Committee followed that up imme- 
diately by writing into the Appropriations Act legislation prohibiting 
the use of any funds to carry out section 504(d), so these two clauses 
cancel each other. 

For your information, we have been spending increasing funds in 
this field. In 1957, we acquired excess industrial and other equipment 
with an original accession value of $16.5 million that was transferred 
to these underdeveloped countries. 

In 1958, that went up to $24.2 million and for 1959, which are the 
latest figures we have, the amount was $18.2 million. 

Senator Sparkman. How much of that went to small business? 

Mr. Ditton. To small business—— 

Senator Sparkman. Of course; that is what our section was for. 

Mr. Ditton. We would have to—— 

Senator Sparkman. I wonder if it would be possible to get a 
breakdown ? 

Mr. Dion. I think it would. We would have to get a breakdown. 

Senator Sparkman. I think it would be helpful to have one. 
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(The information referred to is as follows :) 


STATEMENT ON USE oF Excess Property By ICA IN ITs PROGRAMS 


The following table illustrates the increasing use of all types of excess prop- 
erty in ICA programs: 


Original acquisition costs 


{Amounts in thousands] 





Calendar year Domestic | § Foreign Total 
excess 3 excess 
qn eee —_—_—_—_—_— ee eee 
es cpintbneeionpmnbith dino pea aaeeenpepennd omeih dennis $1, 536 $880 $2, 416 
IT cihisnahstpubani laeekamdondatdbetitaangeseusiaaes 15, 723 780 16, 503 
ssc te Lt ba imap phan abbbandbepihcen 17, 170 7, 080 24, 250 
ir acienciaton a iasiceauinecbsisdes anni ansjutuhentieaaoniadinesinlsaocats 11, 178 7, 003 18, 181 
Diino nnnninaanhinencinietamepnnbueptinaiana 45, 607 15, 743 61, 350 





While our records do not permit a breakdown of the above figures with re- 
spect to the amounts available to foreign small business concerns, the figures 
do show that nearly $20 million worth of machine tools (including woodwork- 
ing machinery) are included. These will, of course, serve to stimulate indus- 
trial development of the countries involved. Two specific examples of the use 
of excess property for foreign small business enterprises are: 

India.—During the calendar years 1957, 1958, and 1959, the Government of 
India acquired 574 machine tools having an acquisition cost of $3,492,769 for 
use by the National Small Industries Corp. (NSIC) in industrial estates (small 
industry training and demonstration centers administered by the NSIC), or by 
small-scale industries on a lease-purchase basis. The Government of India, on 
its part, paid about $1.5 million to defray the cost of crating and shipping the 
property to India. 

Pakistan.—The transfer to the Government of East Pakistan under subsection 
535(b) of the Mutual Security Act of 400 marine diesel engines originally cost- 
ing $1.6 million for use by the Inland Waterway Transport Authority in ex- 
panding the use of the waterways of East Pakistan. These engines are required 
to equip wooden tugs and launches in order to provide additional transportation 
facilities to a locality where the principal means of transportation is via water, 
most of which will be handled by private operators on approved routes. 

ICA has expanded its staff dealing with excess property and intends to in- 
crease through its missions the awareness of cooperating countries and their 
industries of the considerable advantages to be realized through use of excess 
production equipment. 

The authority contained in subsection 535(b) of the Mutual Security Act 
is being used increasingly and ICA will intensify its efforts to give maximum 
publicity to foreign small industries of the availability of U.S. excess property 
at reasonable cost. 


TAIWAN 


Senator Sparkman. Now, Mr. Secretary, I was interested in what 
you had to say about Formosa. I notice in today’s Washington News 
it looks like somebody read your paper ahead of time. Jim Lucas 
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has a very interesting story written from Taipei, by the way, in which 
he starts off by saying, “The story of Formosa in these last 10 years 
has been a success story. It may well be one of the most dramatic in 
history,” and goes on to tell something about it. 

Peter Edson has a column opposite the editorial page. It is headed 
“Keeping Formosa Strong.” Both of them have good articles, 

If you haven’t read them, you might be interested in seeing them, 
They certainly back up what you have said. 


ACHIEVEMENTS OF PRESIDEN'T’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


Just one other thing, depending on what time I have. The Presi- 
dent’s Fund for Asian Economic Development of $100 million, estab- 
lished in fiscal 1956, has now been fully utilized. Just what has been 
accomplished by that? 

Mr. Dit1o0n. I can remember, offhand, a number of projects we 
financed. We financed a road which is under construction between 
Pakistan and Afghanistan to greatly facilitate the movement of goods 
from Afghanistan to the sea by way of Karachi. 

As a part of that project Pakistan and Afghanistan entered into 
treaty arrangements to facilitate construction. 

Secondly, there was an iron ore project in India that was developed 
to help the export of iron ore to Japan. 

There was a series of communication projects in Southeast Asia 
that tied together Vietnam, Cambodia, Laos, and Thailand. 

Senator Sparkman. I wonder if we could get a listing of the differ- 
ent projects, the amount spent on each one, and the degree of comple- 
tion of them. 

Mr. Ditton. We will be glad to furnish it. 

Senator SparKkMAN. I think that would be interesting. 

(The information referred to is as follows :) 


STATEMENT ON PRESIDENT’S FUND FOR ASIAN ECONOMIC 
DEVELOPMENT 


A. FOREWORD 


The bulk of the AEDF projects were obligated on a contract basis during the 
spring of 1958 for contracts of 3 years or longer. Accordingly, they are some- 
times still in the initial stage or only slightly beyond that point in completion. 
As most projects involved two or more countries and had some special features 
due to their regional nature, the contracting period was probably longer than 
usual. 

There follows a project listing showing amounts obligated and the degree of 
completion. The degree of completion refers only to the U.S. share of a project. 

This review covers only $85,575,000; balance has been transferred to other 
programs. Expenditures by these programs have exceeded 90 percent. 
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B. FISCAL YEAR 1958 AND FISCAL YEAR 1959 PRIOR YEAR PROJECTS 





Project 
Ce scenes 


Nuclear center survey --...-.--.--.. 
SEAT O labor training------...--- 


Nepal-India roads--_...........---. 


Nepal-India telecommunications_._. 
Afghan-Pakistan transportation 


survey. 
Afghan-Pakistan transportation 
construction. 


Telecommunications survey--.....- 
Telecommunications construction - 


SEATO Graduate 
School. 


Engineering 


Philippine regional training pro- 
grams. 


Regional labor education center... 


SEA regional english language 
training. 


India-Japan iron ore._._....-...- 


Pacific area tourism survey -..._..-- 
Mekong data collection............ 
Magine research................... 
SEATO cholera research... _.-_--- 


Preliminary design work, Project 


Hope. 
Vel year 1960 projects: 

SEATO meteorological avia- 
tion telecommunications 
network survey. 

Project Hope 


Amount 


$179, 000 
2, 285, 000 


5, 


1, 


26, 


000, 000 


500, 000 
135, 000 
674, 000 


1, 234, 000 


21, 


1, 
20, 


2, 


900, 000 


823, 000 


211, 000 


372, 000 


505, 000 
000, 000 


141, 000 
213, 000 
560, 000 
400, 000 


89, 000 


Degree of completion 


Completed. 
{ea 40 percent completed. University of 
{awaii contract team has been in Thailand since fall 
of 1958; Philippine technicians on board since May- 
August 1959. Commodities procured and participants 
in training for these phases of project. Pakistan pro- 
gram lagging due to governmental changes; should get 
fully underway by end of next month. 

Approximately 25 percent completed. Technicians have 
arrived; commodities ordered and arriving, and roads 
under construction. 

Approximately 20 percent completed. Technicians have 
been on board 9 months or more; commodities on order. 

Completed. 


Pakistan phase approximately 50 percent completed. 
Technicians all on board and equipment is purchased 
and arriving. Afghan phase approximately 25 percent 
completed. Construction equipment purchased (from 
military stocks); survey work finished; design engineer- 
ing in progress and first construction contract out on 


id. 

Completed. 

Approximately 5 percent completed. 
field; 
work 
way. 

Over 25 percent completed. School commenced opera- 
tion Sept. 8, 1959. All technicians on board; participant 
training in progress. 

Approximately 90 percent completed. Only remaining 
activity finishing current course in public administra- 
tion and carrying out next year’s course. 

Approximately 75 percent completed. U.S. financed 
center building dedicated in January; first courses in 
progress. 

Approximately 50 percent completed. 
arrived fall of 1958. 

Approximately 5 percent completed. This is a long-term 
project which does not call for shipment of ores before 
1964. Specifications largely agreed upon and partial 
procurement action initiated. Indians wish to delay 
procurement of locomotives until rail line built some- 
time around 1963. As this project is loan financed, 
Indians are reluctant to draw down funds needed. 

Approximately 75 percent completed. Two of 3 survey 
trips finished; third in progress. 

Project 35 percent completed. All phases underway and 
runniog only slightly behind schedule. 

Project approximately 30 percent complete. Research 
vessel has been operating since September 1959. 

Approximately 10 percent completed. Survey of require- 
ments made August 1959. Secondary research labora- 
tory established and operating in Thailand; equipment 
being procured and personnel being recruited for main 
laboratory in East Pakistan. Project has only been 
initiated since May 1959. 

Completed. 


Technicians in 
rocurement action initiated; plant rehabilitation 
gun, and long distance lines survey work under- 


Technicians 


Do. 


Approximately 5 percent completed. Funds have been 
released to Navy to proceed with project and contract 
for demothballing was let on Mar. 15, 1960. 
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INCREASE IN FUNDS REQUESTED 


Senator Sparkman. You said the grants had been reduced, or we 
were reducing them from time to time. You showed the great ma- 
jority of them being reduced. 

I don’t have the figures clearly in mind, but it is my recollection 
that the President’s contingency fund and the special assistance fund 
were increased in this year’s proposal. AmI right? Do I remember 
that correctly ? 

Mr. Dirt1on. No, Senator. 

Senator SparkMaN. The special assistance and the contingency 
fund? 

Mr. Ditton. We are asking for an increase over the amounts which 
were voted last year. Last year a total of $695 million was voted for 
defense support; and this year we are asking $724 million. 

Senator Sparkman. $724 million ? 

Mr. Dion. Yes, sir. For special assistance, $245 million was ap- 
propriated for fiscal year 1960 and we are this year asking $268 mil- 
lion, which includes the new program for tropical Africa of $20 
million. 

In the contingency fund, we got $155 million last year; and we 
are asking $175 million. 

The reductions I referred to were reductions in comparison to those 
amounts actually being spent this year in these categories. Expendi- 
tures this year are somewhat larger than the original appropriations, 
because they have been supplemented out of the contingency fund to 
some extent, where necessary. For defense support, current programs 
total $766 million, actually, and we may have to increase that a little 
bit more before the end of the year. We are asking $42 million less 
than that figure for next year. 

In the case of special assistance, our current approved programs total 
$262.5 million; and we are asking $268.5 million. But that increase 
is almost all in the special program for tropical Africa. The amounts 
for country programs have in many cases been reduced. 

Senator Sparkman. Thank you, Mr. Secretary. My time is up. 

The Cuatrman. Senator Hickenlooper. 


CAN WE AFFORD PROGRAM? 


Senator Hicken.ooper. Mr. Secretary, you touched on the question 
of whether or not we could afford these activities. Don’t you think 
there may come a time, or there could come a time, when our expendi- 


tures would rise and rise and rise to the point where it could be — 


disastrous to our own internal economy ? 

Mr. Dron. Certainly, one can conceive that, Senator. 

Actually, our history in this program for the last few years is that 
we have been holding our expenditures level, if not slightly on the 
downward side; and, meanwhile, our internal economy has been 
going up. 

So our percentage of gross national product going to this program 
has been declining steadily. 
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COMPOSITION OF U.S. EXPORTS 


Senator HickeNLoorer. But, isn’t it true we are having increasing 
difficulty selling our products abroad ? 

Mr. Dition. I am not sure that is the case, Senator. Certainly, last 
year our imports went up faster than our exports. But there were 
a lot of special reasons for that. 

This year in the month of January—and they tell me the prelimi- 
nary indications for February show similar trends—there was a truly 
remarkable increase of about $260 million in our commercial export 
surplus over January of the preceding year, which, if continued, would 
reduce our balance of payment deficit to the level that it has been 
running over the last 5, 6 years. 

Senator Hickentoorrr. But, Mr. Dillon, a very substantial per- 
centage has been in foreign aid that we have given. Has it not 
counted in our exports ? 

Mr. Ditton. That is not all counted in; the balance of payments 
do not count the grant military exports that we have. 

Senator HickENLOorER. Do you mean all the exports that are fur- 
nished or paid for, whether they are military or otherwise, are ex- 
eluded from our calculations on our balance of payments ? 

Mr. Ditton. No. For instance, the Department of Commerce in- 
dudes Public Law 480 sales abroad under exports. They have an 
offsetting figure on the other side of the balance called grants abroad, 
and they include in that figure the amount of Public Law 480 funds 
that are granted abroad. ‘To an extent these entries offset each other. 

Senator HickEen Looper. I just wondered whether or not we are not 
fooling ourselves a little bit on the cold statistics in this situation, and 
crediting ourselves with more export business than is really there 
because of the payments that come out of the Treasury for goods 
that we furnish abroad. 

Mr. Ditton. Well, to the extent that we could reduce our export 

res by eliminating those that are financed this way, you would 
also have to eliminate the relevant payments abroad. So your net 
balance of payments would not be affected. 


BALANCE OF PAYMENTS PROBLEM 


Senator HickeN.oorer. Isn’t it true that we are concerned in this 
country today about the flight of American capital abroad for the 
manufacture of goods and commodities, not only to ship back to this 
country, but to enter into world competition with our domestically 
manufactured products ? 

Mr. Ditton. I had not considered it was a flight. 

_ Senator Hickentoorer. Maybe it is going by oxcart, but the capital 
18 «Say of the country. Maybe my term is a little bit incorrect. 

r. Ditton. Actually the amount of private capital exports last 
year was considerably down from the year before, Senator. It was 
down about 25 percent. 

There is certainly a trend, a business trend at present, to establish 
new branches in Europe, because they find that a good market. But 
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that has been largely offset by reductions in the expenditures of our 
oil companies abroad in other areas, so that the total is not increased, 
In fact, it is decreased. 

Senator HickeNn.oorer. Well, I don’t know. I have seen a lot of 
places where they show foreign equipment that sells in competition 
with the American equipment, and we can’t meet the prices. 

I also have learned of several companies that make their products 
abroad, or a substantial amount or number of their products, and 
ship them back here and sell them under their own names and their 
own market. 

Mr. Ditton. That certainly is true. 


CAN WE AFFORD PROGRAM FOREVER? 


Senator Hickentoorer. I am only speaking to the point of just 
how far we can go with this idea that we can afford great expendi- 
tures. 

Don’t misunderstand me. I supported this program, and I expect 
to support it this year. I think it is essential. But I am not so sure 
that we can go on forever affording something of this kind unless we 
are willing to have something happen to our internal economy which 
may not be beneficial to great segments of our people, such as inflation. 

Mr. Ditt0n. That is correct, Senator. I might sum it up this way, 
There is a general impression that, because we ask for approximately 
$4 billion, and Congress in the past few years has been voting us 
$314 or $3% billion, that this amount is a drain on our balance of 
payments. 

The actual facts are that the drain on our balance of payments from 
this program is very, very much smaller and runs in the neighborhood, 
as I explained, of about $600 million, as near as we can figure it out. 

Certainly, the other cost is a budgetary cost and that cost is paid 
by the taxpayer. 

Senator Hickentoorer. Manifestly, we can afford any expenditure 
that is necessary for survival. 

Mr. Dron. Surely. 

Senator Hicken.oorrr. My time is up. 

The Cuatmrman. Mr. Mansfield. 


AUTHORITY OF SECRETARY OF STATE OVER PROGRAM 


Senator Mansrrevp. Mr. Secretary, the Congress approved an 
amendment last year to increase the authority of the Secretary of 
State over military assistance policy. Has that authority been open 
to any question whatsoever ? 

Mr. Dutton. I don’t think it has, Senator. I think we are oper- 
ating very well under this present legislation. We have adopted a 
new procedure which will be put into effect in its entirety in the next 
fiscal year. Programing under this procedure started last December. 

Under this procedure, there is much greater influence and im- 
portance given to the views of the field and particularly to the recom- 
mendations of the ambassadors in the field; also on the military side 


more importance is given to the recommendations from the unified 


commanders in the field and less here in the Pentagon. 
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Both we and the Department of Defense are very satisfied with 
that. There hasn’t been any indication that the Defense Department 
feels that they are hampered in any way in operating under section 

Senator Mansririp. As I understand it, there is no question but 
that insofar as the Mutual Security Act is concerned, the authority of 
the Secretary and you are paramount ? 

Mr. Dition. I think that is understood, yes, Senator. 


REDUCTION OF GRANT AID 


Senator Mansrie_p. Another amendment was to require the Presi- 
dent to submit plans for the progressive reduction and liquidation of 
grant economic aid within a period of time. What is being done to 
carry this into effect ? 

I know that you said something in your opening statement. What 
is being done to phase out some of the grant-in-aid program ? 

Mr. Ditton. We submitted a classified report wana indicates the 
particular countries involved, and specifics for each one. 

As I remember, we indicated our plan whereby some nine of these 
programs can be phased out over a 5-year period. 

We felt it was very difficult to prognosticate for any longer time 
than that. 

In that same period, a great many other programs would be very 
much reduced. ‘That is the general thrust of our study. 

The one thing clearly apparent is that the only means by which 
you can successfully get more resources in these individual countries 
are, first, by persuading them and helping them to develop better 
fiscal and economic policies themselves and, secondly, by increasing 
their development so their economy grows. 

And for that we need adequate loan funds for development pur- 
poses. 

So reduction of the need for grant aid is largely dependent on what 
we can obtain in the way of funds for the Development Loan Fund 
and from other countries. 

Senator Mansrietp. But the mutual security administration is 
going ahead in line with the amendment adopted by the Congress last 
year, seeking to bring about a phasing out of the grant aid program 
of certain countries, nine at least in number, over a period of from 
3 to 5 years? 

Mr. Dition. ‘That is correct, yes. 


MULTILATERAL AID 


_ Senator MansrieLp,. What is being done in bringing about the giv- 
ing of aid on a multilateral basis and a discontinuation of aid on a 
unilateral basis ? 

Mr. Ditton. We have done a number of things in that connection, 
Senator. 

As a result of U.S. initiative, there has been formulated a proposal 
for an International Development Association, which is before the 
Congress now, or before this committee for approval. 
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It has been agreed to by some 68 countries. The United States 
would contribute some $320 million in hard currency, compared to 
some $445 million in hard currency from other countries. 

So to the extent indicated by proportionate contributions to this 
particular organization, there has been a real success. 

In addition, we have been talking to the countries which we think 

can increase grant programs, the industrialized countries of Western 
i jurope and Japan. They met here with us a couple of weeks ago in 
a meeting of the Development Assistance Group, which was set up 
just for this purpose: to try to encourage countries that can do more 
to do more, and to do it in a way that is most helpful to the develop- 
ing countries. 

Figures that we received there show that British contributions 
for this purpose, for instance, have about doubled over the last, say, 
3 years, and they are now reasonably high. 

The French are making very substanti: ul contributions in this area 
already, and have done so for some time. 

The Germans are just starting. They indicated that they have 
problems with their institutions, ‘but they have set up a special com- 
mittee in Germany to study ways and means of making more funds 
available and expect to report results at the next meeting of this 
Development Assistance Group, which will be in Germany, “at Bonn, 
in June. 

Senator Mansrrevp. That is all, Mr. Chairman. As usual, the 
Under Secretary makes an excellent witness. 

The Cuarrman. Senator Aiken. 


EARMARKING OF FUNDS FOR EXPORT OF SURPLUS AGRICULTURAL PRODUCTS 


Senator Arken. Mr. Secretary, the more fav or able trade position of 
the last few months, particularly the last 2 or 3 months, h: bs been due 
largely to the increase in the export of cotton, has it not? 

Mr. Ditxo0Nn. Yes, sir, there was, as you know, an unusual situation 
last year where we sold no cotton in those same months, because we 
priced ourselves out of the market. We are back now to a more 
customary level. 

Senator Arken. And that also accounts for the more unfavorable 
position which we had last year ¢ 

Mr. Dmton. That is right. 

Senator A1rken. And a recovery is being made this year. So that 
leads me to a question: The Mutual Security Act for this year re- 
quired that $175 million worth of agricultural commodities be used 
under the programs. Your report indicates that we are going to have 
difficulty in using that this year. 

Yet, you recommend the same amount of agricultural commodities 
for this year. 

Does that mean that you anticipate a little better use of agricultural 
commodities for the coming year ? 

Mr. Ditton. No, Senator, I am glad you raised that, because I 
wanted to have an opportunity to inform the committee of our views 
on this. It isan important problem. 

It looks as if this year we will be able to use a minimum of $135 
million, perhaps as much as $160 million, somewhere in there; but 
we won’t know definitely for another 2 or 3 weeks. 
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We will have to ask the President for a waiver of the difference 
between that amount and $175 million. 

We feel that the situation will be the same next year; in fact, 
probably even a little more difficult. The problem is that these three- 
cornered arrangements are no longer attractive to countries with 
convertible currencies in Europe. The application of the 50-50 
shipping provision, of course, makes this sort of grain more expensive 
tothem than grain that they just buy and ship out from the United 
States in their own bottoms. 

So this problem will become increasingly difficult. 

We thought for some time of suggesting a reduction in the required 
amount, but we had no way of determining accurately the right figure. 
When we have had a full year’s experience, after this fiscal year, the 
first year when currencies have been fully convertible for the entire 
year, we would know the extent of the problem. 

So we decided to put in the same figure for fiscal year 1961 and do 
our best again, but probably come up to the next Congress with a sug- 
gestion for reduction as the target. 

Senator Arken. That $175 million is more likely to be a goal than 
a reality ? 

Mr. Ditton. That is right, sir. 


USE OF FUNDS FOR HOUSING PROJECTS 
a 

Senator ArkeNn. Another question: I notice in the presentation book 
it is reported that the housing program in Korea is beginning to show 
favorable results. 

If the housing program in Korea is showing favorable results, 
would not housing programs in the Caribbean and Latin America 
also be likely to show favorable results ? 

Mr. Ditton. We are in favor of housing programs particularly 
where we can spend local currencies for them. We have just entered, 
or are entering into a program in Pakistan where we hope to rehouse 
avery substantial number of people in Karachi with grants of Public 
Law 480 counterpart rupees that we have available in Pakistan. We 
think that for Latin America the same thing should apply. 

We would favor, and we do favor, helping building and loan asso- 
ciations get started and helping demonstration projects. 

Obviously, we don’t have enough money to build houses for every- 
one, but we can help them to get started, to help themselves. 

Senator Arken. You believe in helping them to help themselves. 


QUESTION OF TECHNICAL ASSISTANCE FOR URUGUAY AND VENEZUELA 


One last question is: Why have Uruguay and Venezuela not been 
included in the technical cooperation program ? 

Mr. Ditton. At the time the program for fiscal year 1961 was pre- 
pared, Uruguay had not ratified the basic technical cooperation agree- 
ment. However, if they do make requests for technical assistance, we 
can respond. We would also respond to Venezuelan requests on the 
same basis. 

I know that we do have a technical assistance program in Vene- 
aiela, Its continuation is under study. 
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Senator Arken. Yes. That is all, Mr. Chairman. 
ry” ’ ~ ’ 
The CuatrMAn. Senator Gore. 


RATION CARD PROBLEM FOR PALESTINE REFUGEES 


Senator Gore. Mr. Secretary, I would like to use 5 minutes allotted 
to me with respect to the Palestine refugee problem which you 
discussed. 

In Jordan in the month of November, I examined many records 
of the United Nations Relief Organization. Officials of the Organiza. 
tion estimated that there were as many as 150,000 fraudulent ration 
cards in circulation in Jordan. 

Is the Department aware, are you aware, that moneylenders who 
were not, and are not, refugees from Palestine whatsoever, but 
wealthy and well-to-do individuals, may have as many as dozens and 
scores of these cards which they rent out by the month to other people 
who may or may not be refugees ? 

Mr. Ditton. Senator, we realize that there are a lot of very diffi- 
cult problems in connection with this refugee situation and that they 
have not had a verification of the rolls for a long time. 

People who are long since dead are still on the rolls and I presume 
many cards of that nature exist. 

But one of the things we did accomplish last year was an agreement 
in the U.N. which was accepted by the Arab States that there would be 
an intensive effort to purge the relief rolls and to restrict cards to those 
who deserve them. The UNRWA has not issued cards, as you know, 
to newborn children as a result of this situation. Work is underway 
by the United Nations. 

The Government of Jordan has indicated that they are prepared 
to cooperate with the UNRWA. 

So we do hope that this particular problem which is a very bad 
one, and which has been in existence for a long time, will be solved. 

Senator Gore. Well, you say it has been a long time since the ration 
cards were validated. Asa matter of fact, they have never been vali- 
dated, have they ? 

Mr. Ditton. I don’t know exactly what you mean by “validated.” 
It has been a long time since they were issued. What I meant was 
there have been no new ration cards issued and no exchanges made in 
the ration cards since their original issue. 

Senator Gorn. They were first issued on a haphazard, ad hoc basic, 
and there have been no purges of the lists since then ? 

Mr. Diti0Nn. That is right, there has been no comprehensive purge. 

Senator Gore. And, as you say, the cards that were out then to 
aid the persons are still out. Those who have died have not been 
reported, and even the cards once in the hands of people who still live 
may have been traded, since they are a matter of barter and almost 
a medium of exchange. 

With an officially estimated 150,000 fraudulent relief cards in a little 
country like Jordan, I wonder how any good could come from such 
widespread corruption. 

Mr. Ditton. Well, as you are aware, I don’t think any good could, 
Senator; I agree with you. 

You are aware of the political situation which made this situa- 
tion arise, where the Arab countries refused to allow the dead peo- 
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ple to be taken off the rolls, because they didn’t like to see these rolls 
diminished. 

And, as a result, the U.N. took the only action which they thought 
they could take to keep the total assistance in a reasonable amount, 
Sesetueed to issue new cards for newly born children, figuring one 
would offset the other. 

But that didn’t stop the scandal that you are talking about. Now 
we think that is getting under control. 

Obviously, there is no reason to make an excuse for that. situation. 
But it is brought on by the Arab countries. I think the U.N. tried 
their best to get some help, but they weren’t able to do so, 

Senator Gore. Obviously, Mr. Chairman, I can’t explore that in 5 
minutes; I will desist. 

The CuatrmMan. You will have another chance to pick it up again. 

Senator Carlson. 


TECHNICAL ASSISTANCE THROUGH UNIVERSITY CONTRACTS 


Senator Cartson. This morning the Secretary of State stressed the 
importance of military assistance. I want to ask a question or two 
about the technical assistance. 

Is it your thought that the programs that are now underway, par- 
ticularly contracts with land grant colleges and others, will be con- 
tinued or be expanded in the interest of increasing food production 
in these countries that have millions of starving people ? 

Mr. Ditton. Yes, Senator. We were spending, I think some $60 
million a year of technical assistance funds for that general purpose, 
and we intend to continue that. 

We have a request for about $12 million more for bilateral tech- 
nical assistance next year than we are actually spending this year in 
such programs, and I am sure a good share of that would go to this. 

Senator Cartson. In other words, it will be continued. 

And is the work satisfactory from our standpoint ? 

Mr. Ditton. We think it is. We think it is one of the very best 
parts of our technical assistance program. 

It amounts to somewhat over one-third of our technical assistance 
programs ; between one-third and 40 percent. 

Senator Carson. Is any effort being made to increase the number 
of individuals—I am speaking now of citizens, say, of foreign coun- 
tries—individuals who would be qualified to come over here and study 
for a period of time our agricultural production which is outstand- 
ing, and then return to their native countries and be of some assistance ? 

Is that a part of our program / 

Mr. Ditton. Yes; that is a part of our program. To some extent 
we find that it is more useful to train people locally, or to train only 
the leaders over here, because in some cases you find that when they 
come here and are successful, they don’t want to go back home. 

They should go back home as teachers, but they would rather stay 
here, 

Senator Cartson. As a matter of fact, to help some of these people 
stay here is one of the problems that every Member of the Congress 
has, Ithink. That is all, Mr. Chairman. 
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The CuHarrMan. Senator Lausche. 
Senator Lauscuer. Mr. Church was here earlier. I came in late. 


LONG-TERM FINANCING FOR DEVELOPMENT LOAN FUND 


Senator CHurcn. Mr. Secretary, you recall last year the committee 
bravely undertook to write into the mutual security bill a 5-year 
authorization for funds for the Development Loan Fund, and we took 
that revised bill upstairs and went into battle expecting reinforce- 
ments from downtown which never arrived and so the effort failed, 

This year the administration makes no recommendation to place 
the Development Loan Fund on any other than an annual basis, so 
I take it that decision that was made last year continues in effect 
so far as the administration’s position is concerned, 

Mr. Ditx1on. I think a fair statement of the President’s position 
would be as he has always said that he favors a long-term basis for 
the operation of the Development Loan Fund. However, he did not 
favor the particular method that was chosen last year, but favored 
a different approach whereby we asked for appropriations which 
would extend over a number of years. 

That was requested last year. You recall the Congress authorized 
funds for this year as well as last year. As soon as that law was 
passed, we requested funds for both years so as to give a 2-year basis 
but Congress did not see fit to give us any funds for the second 
year. 

They denied all appropriations for the Development Loan Fund 
for the second year. We do have that continuing authorization, 
We felt that as long as we had that authorization, and in the light of 
the congressional action last year, that we should just submit a 
request for funds under the existing authorization. 

That does not by any means foreclose a new request for long-term 
authority next year which may well come. 

Senator Cuurcu. I have heard some statements to the effect that 
the Development Loan Fund operating on this restricted basis has 
been earmarking large amounts of money for loans in advance of 
surveys, and that this 1s resulting in wasteful loans. 

Now isthere any basis to these statements ? 

Mr. Ditton. No, Senator. We don’t normally earmark them ahead. 

There have been a few instances where we have, for very special 
reasons, and as parts of very special programs, agreed that the 
Development Loan Fund would make available a certain amount of 
funds subject to approval of specific projects or programs. We don’t 
usually put a time limit on it. Turkey was one case. We joined 
with a number of countries in making commitments with Turkey 
in order to enable Turkey to embark on a stabilization program. The 
Development Loan Fund agreed to make available about $87 
million for that purpose. 

The DLF had on hand project applications totaling far more 
than that amount at the time. It is taking well over a year to get 
projects that are suitably engineered to carry out this commitment. 
We had a similar commitment to the Philippines for which the project 
composition is completely approved. The commitment was made at 
the time of President Garcia’s visit here. We did something similar 
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in the case of the Argentine when they had their stabilization pro- 
m. ‘That has all been obligated but not all expended. 

There only were a few such cases. It is not a regular practice, and 
occurs only in situations where there are very special reasons where it 
appears to be the appropriate thing to do in our national interest. 

nator CHurcH. I think I have used my time, Mr. Chairman. 

The Cramman. Senator Williams? 


AID TO CUBA AND THE DOMINICAN REPUBLIC 


Senator Winirams. Mr. Secretary, how much of this program is al- 
located for Latin America ? 

Mr. Ditton. $131 million. 

Senator WititAMs. That is military and economic both ? 

Mr. Dutton. That is correct. 

Senator WintiAms. Does any of that amount go to Trujillo or 
Castro ? 

Mr. Ditton. There is a small program, developed last fall, for con- 
tinuing technical assistance to Cuba amounting to $350,000. That is 
still in the list of illustrative programs. Technical assistance is still 
going on in Cuba now amounting to about $350,000. 

Senator WiturAms. Do you intend to continue that? 

Mr. Ditton. That will depend on circumstances. We have not 
made any decision to discontinue it as yet, but whether it will continue 
or not will depend on circumstances. 

Senator WituraMms. In the light of existing circumstances, would it 
becontinued or discontinued ¢ 

Mr. Ditton. That is a decision we have not made but I think it will 
be hard for us to continue if there is a continuation of the current 
situation where we get one insult after another. It doesn’t seem a 
very sensible thing to do. 

Senator Winuiams. How much was allocated for the Dominican 
Republic ? 

Mr. Ditton. The technical assistance there is just under $300,000. 

Senator Witiiams. Thank you. 

Mr. Ditton. $256,000. 

The Cuarrman. Is that all? 

Senator Wiuu1aMs. That is all at that time. 

The CHairmMan, Senator Lausche ? 


FORMOSA SITUATION 


Senator Lauscuer. Does our Taiwan program imply that we will 
stand by it in its present status ? 

Mr. Ditton. Senator, I think our basic program does just that. 
The additional increment in the program is based on these facts. 
First, there has been very remarkable economic progress in Taiwan 
over the past 3 or 4 years, particularly in the private field; second, 
the Chinese Government has proposed to us a special program under 
which they will change a good many of their laws to try to attract 
private investment capital from overseas, to simplify their taxation 
system, and do other things of that nature in an effort to speed their 
own development. In an effort to meet them halfway and help 
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them in an effort which we think may well lead to Taiwan reaching 
a point where it will not need any more grant assistance in the period 
somewhere between 5, 8, and 10 years, we have proposed to make this 
added contribution to their efforts. 

Senator Lauscugr. We had a report submitted to us and it in sub- 
stance recommended that there be created two Chinas, or one China 
and one Taiwan, and that China be admitted into the United Nations, 

That subject was very widely discussed and still is being discussed, 
Now in your statement you say: “Harassed by repeated aikite ary at- 
tacks—and contributing proportionately more out of a low income 
to defense than almost any other free world country—Taiw: an never- 
theless offers one of the most hopeful prospects for economic growth 
of any newly developing country bordering on the Sino-Soviet 
empire.” 

Those are very sympathetic words. Do they mean that we are try- 
ing to tell Chiang Kai-Shek that his position will continue to be a 
it is, and that we appreciate the sacrifices that they have made te 
cause of the mainland Chinese attacks ? 

Mr. Ditton. I think that is correct. It is a very inspiring ex- 
perience to visit Taiwan, particularly the southern part of the island, 
where this industrialization is going on, and see the work that is be- 
ing done at firsthand. 

I had the good fortune to be able to do that last fall, and it really 
is quite a sight. 

Senator Lauscue. I don’t think you have yet answered my ques- 
tion. I will not press the question. 

Mr. Dron. We certainly are standing by the Republic of China. 
If your question has to do with the two-China idea that has been 
talked of, the problem is that neither Communist China nor the Chi- 
nese Government on Taiwan are ready to accept that theory at this 
time. 

ATTITUDES TOWARD COUNTRIES WITIL INFLATION 


Senator Lauscner. Will you tell me how you basically view the mu- 
tual aid program in those nations that are less developed but are hav- 
ing runaway printing press inflation ? 

T now speak of some of the South American countries. I am re- 
minded of the matter because of what I heard last Saturday about the 
condition in Brazil. They have printing press money with which 
they are expanding their program. 

Ilow do you approach those countries basically 4 

Mr. Diion. Well, it is our view that a country which has violent 
inflation of that kind is not doing itself any good and is not helping 
its long-term development. Therefore we try to help them in every 
way possible to work out of this situation. In the case of Bolivia, 
which is the one country where we have taken direct action through 
the ICA, we join with the International Monetary Fund in providing 
them with advisers and with some funds which have led to a stabilt- 
zation agreement that has been reasonably effective at least compared 
to the situation before this agreement was undertaken. 

In the case of the other countries in South America, we have sup- 
ported the International Monetary Fund in its efforts which have been 
successful in dealing with this problem in a number of countries. 
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Unfortunately, that has not been the case in Brazil where there 
has been a difference of opinion between the Monetary Fund and 
the Brazilian authorities. There has to be agreement between the 
country and the Monetary Fund before the Fund authorizes a credit. 

In every case where there has been that sort of agreement, we have 
done whatever we could to back it up and make it successful. 

Senator Lauscue. Is there a distinct difference between the opinion 
of the Monetary Fund and the Brazilian Government ? 

Mr, Ditton. Yes. The Brazilian Government believes that a larger 
measure of inflation is more or less permanently necessary than Mone- 
tary Fund authorities do. 

Senator Lauscne. That is all. 


BUDGET BUREAU REDUCTION IN AID REQUEST 


The Cuatrman. Mr. Secretary, Secretary Herter testified this 
morning that the Bureau of the Budget had required the Department 
of State to reduce the amount requested. Was the action of the 
Budget Bureau appealed to the President by the Department? 

Mr. Dizon. These figures that the Secretary mentioned were the 
end result of discussions with the President. I think the Bureau of 
the Budget would have preferred larger reductions. 

The CHairMaN. Larger? 

In effect it was appealed and this was the compromise reached; is 
that correct 

Mr. Ditton. That is correct. 

The CuHarrmMAn. You have authorized for the DLF $1,250 million 
for the 2 years, of which you have used $550 million; is that correct ? 

Mr. Ditton. Out of $1 billion 8 for the 2 years authorized, Con- 

ess has appropriated $550 million. That leaves $1,250 million still 
eft, authorized. 

The Cuairman. That is right. That is unused; of that you are 
requesting $700 million for fiscal year 1961. 

Mr. Ditton. That is correct. 

The Cuairrman. That leaves $550 million unrequested. Is it fair 
to say that is a decision of the President, not of the Department of 
State? 

Mr. Dition. We had originally requested $1 billion. 

The Coarrman. That is right. 

Mr. Dixon. For DLF, and this was the final figure arrived at, yes. 


USE OF OUR RESOURCES 


The CuarrMan. This is a very elusive subject. I am not at all sure 
that I can help bring any light on it. In response to Senator 
Hickenlooper, when we use that word “afford,” are we not discussing 
under the circumstances a question of choice as to what we wish to do 
with our total resources ? 

Mr. Ditton. I think that is correct. Senator Hickenlooper said, 
of course, if it. is a question of our national security, we can afford 
anything. 

The Cuatrman. That is right. 

Mr. Ditton. I think it is a question of using good judgment and 
using the minimum amount that is needed to achieve our objectives. 
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The CrHairman. I suppose you could take an extreme example of 
an underdeveloped country, one that has very few productive resources 
within itself, no industry, and you can say they just can’t afford it, 
they can’t produce things. That is not the case with us. We can 
make a lot more than we can consume, can we not? That is, today? 

Mr. Dition. That is correct. 

The Cnatrman. We can make more of nearly all these materials 
that go into commerce—well, except for specialized things in defense 
such as missiles of proper quality—we can make more airplanes than 
we need if we set about it. 

It seems to me this whole question is extremely fuzzy as far as 
enlightening the public goes, and I grant that it is hard to reduce it 
to any simplified formula. 

But I think the nearest you can come to it is the question of choice, 
We can produce an almost unlimited quantity of all kinds of goods, 
It is a question of whether or not we choose to give aid abroad rather 
than to increase the consumer goods of the country. Is that a fair 
way to put it / 

Mr. Ditton. I think that is fair, Senator. There are practical 
limits to the amount of foreign economic aid, aid for development 
purposes that can be effectively used, and the amounts needed are 
not so great that they would be any harmful weight on the United 
States. 


AMOUNT OF AID FUNDS SPENT IN THE UNITED STATES 


The Cuatrman. You have long had experience in this question of 
international trade, and it is a very difficult subject to understand. 
You said 90 percent of our military assistance is spent here and 50 
percent of the economic aid is spent here; that is one way to put it. 

I don’t quarrel with it except can’t you go further and say that 
it is that part which is spent here in the first instance ? 

Mr. Ditton. That’s right. 

The Cuairman. Eventually this money, the other 50 percent of 
economic assistance, which is either loaned or given, finds its way back 
here in the course of events, all except that which becomes a part of 
the reserves or is used as a substitute for gold. But as long as it is 
not taken out of commerce and put in a reserve, which of course ina 
sense neutralizes as far as we are concerned, we have to give goods 
in order to get it back; is that not true ? 

Mr. Ditton. That is correct. In the past few years a certain amount 
has gone into these reserves. 

The CuarrMan. Reserves. 

Mr. Ditton. Which have built up. 

The Cuarrman. From time to time it varies according to the sup- 
ply of gold. But if you wish to look at it from the point of view of 
its generating jobs or calling upon our goods, even more than the per- 
centage you have said is spent in the United States. 

Mr. Dion. That is correct. 

The Cuatrman. Of course the other aspect of that is that when you 
grant it you are giving away goods. 

Mr. Ditton. That’s right. 

The Cuamman. You are just giving away tractors or food. 
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Mr. Ditxon. I think we were trying to point out that this is es- 
sentially a budgetary problem. 

The CHarrMaNn. It isa budgetary problem more thar it is the other, 
isn’t it? When you say you can’t afford the program, to a great ex- 
tent you mean within the present level of taxes you can’t afford it 
because you do not have the money. 

But there is no reason why you can’t get it if you want to tax the 
people, is there? 

Mr. Ditton. We have plenty of funds within our present resources 
and the present budget. 

The Cnarrman. You don’t really think we are on the verge of 
bankruptcy as a country, do you? 

Mr. Ditton. No. 

The Cuatrman. Nowhere near it? 

Mr. Ditton. No, Senator. 

The Cuarrman. And you don’t think if taxes go up another 5 cents 
that we will go bankrupt. I mean there is a lot of leeway within our 
total productive capacity that could be called upon if you thought it 
was necessary. 

Mr. Ditton. If you thought it was necessary, that is correct. 

The Cuarrman. So that it still comes back to the question of choice 
as to what you wish to devote your resources to. 


INCREASED FERTILIZER PRODUCTION FOR INDIA 


A very interesting proposal was called to my attention the other 
day. I assume it has also been called to your attention. I wonder what 
you think of it. It was first called to my attention by the brother of 
Mr. Roswell Garst of Iowa, Mr. Jonathan Garst. He makes quite a 
case that: by expenditure of enough money to build 36 fertilizer plants 
in India, you could within a relatively short time of a few years make 
India self-sustaining in food. Are you familiar with that? 

Mr. Ditton. Yes, I am familiar with the proposal. I had a talk 
with Mr. Garst. 

The CHamrmMan. You did have? Is it a matter you care to comment 
on or not ? 

Mr. Ditx0N. I think the main thrust of Mr. Garst’s suggestion is 
that by building fertilizer plants on sort of assembly-line basis, you 
could build them far more cheaply than by building them the way 
the Indians are presently planning to build them. 

He figures you could do it for about a quarter of the price. I think 
that there are some technical problems involved, and that it needs 
a good deal of study to see if his supposition would really be true. 

Then there is one other very, very real problem which I discussed 
with agricultural experts in the Ford Foundation, who probably now 
lnow more about agriculture in India than anybody else in the 
country. 

They are running big programs out there and incidentally are 
expanding their program. They say that the real bottleneck, the 
biggest problem will be the question of distribution, both of fertilizers 
and of the crops that come afterwards, that there are no mechanisms 
im India for distributing these items to the farms the way they are 
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distributed in the United States, and that it will be a very difficult 
and tremendous problem to establish such distribution systems, 

I did ask Mr. Garst about this and he agreed that would be a very 
big problem. He did not know the answer to it. That was some- 
thing someone else would have to explore. 


RELATIVE ROLE OF INTER-AMERICAN BANK AND DLF 


The CuarrMan. One last question. There seems to be some differ- 
ence of opinion about the relation of the Development Loan Fund 
and the Inter-American Bank. In your presentation book it says 
that the Development Loan Fund appropriation request “assumes that 
the Inter-American Development Bank will undertake some of the 
lending burden in Latin America during fiscal year 1961 which the 
DLF would otherwise assume.” 

That is on the one point of view. Secretary Anderson said in one 
of his speeches to the Board of Governors of the IAB: 

A deep concern of many of our representatives was that the total of public and 


private funds available for development in Latin America should be increased, 
Nothing would be gained— 


he wisely pointed out— 


if lending by the Inter-American Bank should simply replace lending by existing 
national or international institutions. We shall have to marshal all our ex- 
perience and ingenuity in order for the bank to realize this aim, that of 
effectively augmenting and not merely supplanting existing resources. 

Would you tell us what the policy and attitude of the administra- 
tion are on this subject ? 

Mr. Ditton. The statement by Secretary Anderson is correct and 
is the policy of the administration. That part in the presentation 
books was apparently not written very felicitously. What we meant 
to say there was that there are expanding needs in Latin America, and 
that if you did not have the Inter-American Bank, you would have 
had to increase the funds from the Development Loan Fund to meet 
those needs. Since the Inter-American Bank is in effect, we did not 
have to make that increase. The funds in the Inter-American Bank 
are meant to be over and above what we have done heretofore. 

The Cuairman. In the hearings on Friday, one of the witnesses 
supported the International Development Association, but only on the 
ground that we would transfer to IDA, the amount which we would 
otherwise contribute through other channels. 

Would you comment on that ? 

Mr. Ditton. Probably the same thing would be involved. If you 
did not have IDA, we would ask for and we would feel we needed to 
spend more funds than we are presently asking for. But certainly 
I think it would be a very grave mistake to reduce the funds that we 
have been making available for lending purposes by whatever we 
make available to IDA. We are asking other countries to do a lot 
more than they have done before themselves, and if that is only in 
effect to bail out the United States, they would not be very happy 
about it. But if the United States is also contributing they are will 
ing to participate, which does make for a major contribution to the 
overall problem and does serve to reduce the relative share, the per- 
centage, which the United States is carrying of the whole burden. 
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The CuairMAN. But you look upon IDA as an additional contribu- 
tion, not a substitution for either the DLF or any other institution / 
Mr. Dixon. That is correct, but there is a certain validity to the 
statement that if you did not have either IDA or the Inter- American 
Bank the need would still be there and maybe we would have to ask 
for more. 
END USE CONTROL 


The Cuairman. The Senator from Wisconsin; would you care to 
ask a question ? 

Senator Wirey. | just had one that I wanted to ask before when 
my time ran out. Never mind the exact mathematics of this, but 
there is $4,175 million that is asked. 

Now let’s say that 50 percent of that is military. That is right, 
isn’t it? Now that would be $2 billion. Ninety percent, of that is 
being spent in the United States, but that would leave $200 million 
that would go abroad. Now let’s take the other $2 billion, which 
would be economic assistance. About 50 percent of that is spent in 
the United States; is that correct ? 

Mr. Ditton. ‘That is the rough figure, yes. 

Senator Witry. I mean roughly. So that would be $1,000 million 
that would be spent abroad. Now iny question is this: How is it 
spent? What protective measures are in operation to see that a great 
deal of it is not wasted ? 

In other words, you have a project that is to be built. Do you build 
it or do you simply let people in that country build it and handle the 
money? I think we should find out, because there are so many tales 
going nen about money being wasted and graft and so forth by 
foreigners. I don’t know whether any of them are true, but I would 
like to know just what means are being used to protect the taxpayers’ 
money 4 

Mr. Ditton. We have a very careful accounting system which is 
now under the direction of the Inspector General and controller of 
the Mutual Security Program which was established for this purpose 
last year by the Congress. The great bulk of them, the ICA funds, 
are spent through furnishing commodities which are necessary to an 
individual country. ‘Those commodities are then sold to individual 
private traders, businessmen in the country concerned. 

These sales generate local currency counterpart. That local cur- 
rency is used to carry out various projects such as building roads, 
things of that nature. These projects are well engineered and as you 
know there are very careful provisions in the law that we cannot un- 
dertake any project financed with dollar funds that has not been 
carefully engineered and studied, and that we don’t have adequate 
plans for. 

We have to have those before we start. Project implementation 
is followed by engineers that are satisfactory to us, until the various 
projects are completed. So we follow the thing all the w ay through. 
Certainly I don’t think there is any doubt but that the administration 
of the program overseas is infinitely better now than it was 3, 4, or 
d years ago. Most of these stories that you hear come from the 
oo some time ago when these errors of administration were more 
usual, 
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Senator Wizey. You talk about correcting the errors in adminis- 
tration. Who really controls the disposal of the funds? 

Mr. Dition. In the local area ? 

Senator Witry. Yes. 

Mr. Ditton. The ICA mission. 

Senator Witey. In other words, a job is to be done, men are to be 
hired, materials are to be purchased. The money that is available 
for that passes right through the hands of an American citizen; is 
that right ? 

Mr. Ditton. The work may be done by a local company or a local 
contractor, but it is audited and watched all the way. Our payments 
are only made as the work progresses. 

Senator Witey. In other words, conditions have been improved? 
We tried to correct the looseness that there was some years ago, due 
largely to conditions then existing. The mechanism has been im- 
proved so that there is no waste; is that it? 

Mr. Ditio0n. Very substantially ; yes, Senator. 

Senator Witey. Thank you, Mr. Chairman. 

The CuHatrMan. Senator Sparkman 4 


CEILING ON FISCAL YEAR 1960 MILITARY ASSISTANCE TO LATIN AMERICA 


Senator SparkMAN. Mr. Secretary, I will be brief. I want to ask 
you about arms to Latin America. We wrote into the act last year 
a provision : 

The aggregate amount of funds which may be obligated or reserved during | 
the fiscal year 1960 for furnishing military assistance to American Republics | 
shall not exceed the aggregate amount of funds obligated or reserved for such 
purpose during the fiscal year 1959. 

I saw some figures recently that indicated that actually the expend- 
itures or obligated amounts in fiscal year 1960 had exceeded those in 
1959; is that correct ? 

Mr. Ditton. There was some misunderstanding about those figures. 
They were not put out very clearly. The actual facts are that the law 
that was passed last year which you just read was in section 106, 
which did not apply to sales agreements. Under section 103 of the 
act, which specifically cover sales agreements, there is a statement 
that none of the provisions of section 105 will apply in the case of sales 
agreements, : 

Now last year in 1959 the total grant aid was $47,153,000, and in 
fiscal 1960 it is $44 million, which is $3 million less. Actually the 

yirit of the program met the objectives of the Congress even more 
no that, because at the same time there was an increase of $4 million 
in the training item, which Congress has generally approved. 

Therefore the decrease in grant equipment that went to these coun- ( 
tries amounted actually to i 5 million. i 

Senator Sparkman. Mr. Secretary, I am looking at the published | 
table here, and for fiscal 19! 59 it shows Latin American military assist- f 
ance $53,769,000. For fiscal year 1960 it shows $68,944,000. That is 
referred to as “military assistance program, value of programs and 
deliveries.” 

There may be some technical explanation, but I am quite certain that te 
it was the intent of this committee when that was written that the 
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amount of arms that went there from this country should not exceed 
the amount that went there in 1959. 


OMISSION OF CEILING REQUESTED 


Another thing, I notice that that is suggested to be omitted this 
time. Why do you want to leave that out? May I say this? You 
remember this committee last year wrote a rather rigid proposition 
into the law in which we set a dollar amount that could be spent for 
arms or military assistance, and provided the rest to go over into 
some kind of economic program. 

Asa result of the conference between the two committees, probably, 
[am not sure, this language came out which simply said it should be 
less than it was last year. 

My recollection of everything that took place in this committee, 
in the conference committee and on the floor of the Senate, is to the 
effect that regardless of technicalities, there should be a reduction in 
armaments that we furnished to Latin America. It seems to me that 
that has not been complied with. I for one certainly do not want to 
see this omitted. If this is not sufficiently written in Section 105, I 
think the staff ought to be directed to study some way of making it 
applicable to the whole program. 

The Cuatrman. If the Senator will yield, I introduced such an 
amendment. 

Senator Sparkman. I notice that with a great deal of interest and 
Icertainly am going to support your amendment. 

Mr. Ditw0Nn. Senator, if I may respond, we have no objection to 
such a provision. Our only suggestion for leaving this out was really 
to draw attention to it, because as written it was meaningless for the 
future because it talked about 2 past years. 

Senator SparkMAN. In other words, if we put it in we ought to 
make it applicable overall. 

Mr. Ditton. That is correct. 

Senator SPaRKMAN. I would certainly be in favor of that. 

Mr. Diwon. We are now working with the staff of the committee 
toget a proper amendment. 

nator SPARKMAN. Fine. 

Mr. Ditton. The amendment as submitted yesterday may be tech- 
nically deficient in the same way. We are now working with staff 
of the committee to prepare an amendment that will not be deficient. 


AVAILABILITY OF TECHNICIANS 


Senator SparkMAN. Good. Now let me ask you just one other 
question and that is on the point 4 program. I believe that is slightly 
increased this year, isn’t it, overall ? 

Mr. Ditton. Our request is for about $12 million more bilateral 
funds and about $3 million more multilateral funds. 

Senator SpParKMAN. You mean U.N. technical assistance ? 

Mr. Ditton. Yes; U.N. technical assistance. 

Senator Sparkman. Yes. Are you having any trouble in getting 
technicians to do this work in the various parts of the world? 
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Mr. Ditxon. It is a continuing problem, Senator, but we have 
better personnel practices, and we are now doing a better job. Weare 
getting the people we need, as long as we don’t try to go too fast. 

Senator Sparkman. Thank you, Mr. Chairman. 

The Cuatrman. Senator Aiken? 


PERCENTAGE OF DLF FUNDS EXPENDED IN THE UNITED STATES 


Senator AIKEN. Mr. Secretary, what percentage of DLF loans are 
expended initially in the United States? 

Mr. Ditton. To date about 56 percent of them have been. 

Senator ArkEeNn. Are you adopting a new policy in that regard ? 

Mr. Dion. The policy that was adopt ed last fall giving a general 
priority to goods and services purchased in the U Inited States will 
probably over a period of time increase that percentage up to 80 
percent or something of that nature. 

Senator Arken. There is no specific possible requirement then? 

Mr. Dion. No; it is on a case-by-case basis. 

Senator AIKEN. Are engineering costs getting out of line with 
construction costs in some of our overseas projects? 

Mr. Ditton. I wouldn’t know how to answer that, Senator. I am 
not a good enough engineer to know whether they are out of line as 
compared with what they are here or not. 

Senator Arken. They are out of line here in places, too, I think. 

Mr. Ditton. We do carry out most of our engineering costs on a 

competitive basis. Whatever happens we do get ‘proposals from two 
or three competent engineers, so what we pay is apparently the going 
rate. 
Senator Arken. Lastly I have a message which I forgot to deliver 
up to this time. The state of Sao Paulo is a wonderful area. They 
can grow almost everything except legumes. They asked me to tell 
you that they wished we could send someone down there that could find 
some legume that could grow. 

They tried clover, alfalfa, most all of them, and so far have not 
been able to raise legumes. 

Mr. Ditton. We will certainly see what we can do. 

Senator ArkeN. I am sorry I forgot to deliver that message 4 
months ago, but better late than never. 


That is all. 
The CuatrmMan. Senator Gore? 


CABLE ON PALESTINE RATION CARD PROBLEM 


Senator Gore. Mr. Chairman, I would like to take part of my 5 
minutes to read a portion of a cablegram. 

The CuatrMan. You may have more than 5 minutes now if you 
would care to. 

Senator Gore. Thank you. I would like to read a portion of the 
cablegram which Sen: itor McGee and I sent to Secretary Herter 
from Amm: an on November 19: 

UNRWA officials say fraudulent possession and use of ration cards for Jor- 
danians widespread but Government of Jordan will not permit validation cards 
now 11 years old. Some officials estimate there may be 150,000 ration cards 
unjustifiably or fraudulently used. 
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Ration cards have become chattel for sale, for rent or bargains by any Jor- 
danian whether refugee or not, needy or wealthy. These cards used as security 
for loans from moneylenders, for credit from merchants, almost as negotiable 
instrument. By mortgage foreclosure and various other means including con- 
cealment of dead, many have acquired large numbers of ration cards which in 
turn are rented or bartered to others who unjustifiably receive UNRWA rations 
much of which is now in black market. 

George B. Vinson, field registration and eligibility officer stationed old 
Jerusalem told: “We are fully aware we have tens of thousands of nonexistent 
people with ration cards with which somebody draws rations.” 


I digress to say that soon after this was published this man was 
kicked upstairs and out of Jordan. 


When asked estimate extent of such unjustifiable distribution Vinson replied: 
“20 to 30 percent.” Col. Edward Miller, Deputy Director UNRWA, said such use 
ration cards is “quite widespread.” Dr. Harry Howard, U.S. representative, 
UNRWA Advisory Committee, confirmed this and added: “I have actually seen 
merchants openly weighing and buying UNRWA supplies from recipients at 
distribution centers.”” Meanwhile rations have been denied estimated 100,000 
babies born to refugee families since January 1, 1951. This heartless denial 
excused basis Jordanian refusal permit reasonable validation ration cards. 

Dag Hammarskjold, Executive Secretary, U.N., excused both situations in 
draft report to U.N. on grounds they approximately “equated” each other. This 
is strange cruel equating—fraudulent black-market profiteering on UNRWA 
rations on one hand and denial of rations to hungry children on the other. 

We do not criticize local UNRWA officials. On contrary we admire their 
efforts to obtain improvements. It is Government of Jordan prevents check on 
holders of ration cards. Their difficulty is appreciated but situation must be 
corrected. 

Future program of relief and rehabilitation direly needed for refugees, the 
victims of tragic situation, but 10-year extension present program without sig- 
nificant correction would be most unfortunate. Perpetuation present situation 
can but have corroding effect. It breeds contempt of law and order, promotes 
and rewards dishonesty. 

Relief program only part refugee problem which in turn is only part of strife 
and conflict that permeates this area. Is necessary however speak out on relief 
program in particular now because this question now up for decision in U.N. and 
in budget process of United States. 

In confidential report on spot investigation October 6 George Vinson wrote in 
concluding paragraph: “It will be observed out of 145 ration recipients 61 were 
found to be ineligible; that is 42 percent.” 

As further illustration extent unjustifiable holding ration cards our investi- 
gation Showed some Jordanians employed by U.S. Embassy itself at salaries far 
above average income of Jordanians actually held ration cards. 

The baffling, exasperating nature this problem overall and in its various parts 
appreciated, we were assured by Prime Minister and Ambassador Mills discus- 
sions underway looking toward effective solution. We were encouraged by this. 
Even so, cleanup this widespread dishonesty should be necessary prerequisite 
any extension present program. 

Fundamental change would appear urgently needed. Something-for-nothing 
policy should be abandoned for those who are able to work. 

This area in dire need of reforestation, reclamation, road construction, reser- 
voir building, and many other helpful developments. There should be early 
transition to works program at going wage scale for this area. 


EFFECT OF CABLE ON U.N. RESOLUTION 


I understand that the Department used this cablegram to some 
good effect in obtaining an amendment to the United Nations resolu- 
tion; is that correct ? 

_Mr. Ditton. Yes. I think it was most helpful. I remember when 

itcame in and we did use it. As you know, the resolution was passed 

finally on December 19, 1959, by the U.N. General Assembly, agreed 
53356—60-——6 
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to by all the Arab States, and passed unanimously. It extended the 
life of UNRWA for only 3 years and requested host governments to 
cooperate with UNRWA to correct both relief roll and black mar- 
keting abuses. 

COOPERATION OF JORDAN IN MATTER 


Senator Gore. I agree thoroughly with the 3-year extension instead 
of 10, and I appreciate the efforts of the Department. I know that 
we were only one of those voting on this resolution. But it happens 
that the United States is paying about 70 percent of this cost. SoI 
would like to know to what extent the government of King Hussein 
has promised or actually acted to correct or permit a correction of 
this situation. 

Unless some real assurance is given, I may feel impelled to offer an 
amendment which would limit these rations to refugees or the chil- 
dren of refugees who as of a given date are certified as eligible on 
the basis of need. 

Would you be willing to supply the committee with a statement as 
to the implementation of this resolution, as to how concrete are the 
commitments and actions taken ? 

Mr. Ditton. We would be glad to doso, sir. 

Senator Gore. King Hussein has with our support remained in 
power. He has been increasingly vocal as a defender of the refugees, 
They need defense. It is a tragic situation, with which I am in 
deepest sympathy. But I am completely out of sympathy with this 
garnering of large numbers of ration cards by those who are not 
entitled to any, and profiteering on them in the black market. If 
you will furnish that, I will be very grateful to you. 

(The information referred to is as follows :) 


STATEMENT ON REFUGEE RELIEF ROLLS OF UNITED NATIONS RELIEF AND WoRKS 
AGENCY FOR PALESTINE REFUGEES IN THE NEAR EAst (UNRWA) 


Prior to the adoption of General Assembly Resolution 1456 (XIV) of Decem- 
ber 9, 1959, the Government of Jordan and United Nations Relief and Works 
Agency for Palestine Refugees in the Near East (UNRWA) had jointly con- 
sidered ways and means of rectifying the refugee relief rolls. As a result of the 
resolution, steps leading toward this objective have been accelerated. The 
Director of UNRWA has designated a high-ranking officer in the Agency to 
concern himself directly with the correction of the abuses of the ration rolls. 
The Government of Jordan has reasserted its willingness to cooperate and is 
working in close conjunction with UNRWA in the preparation of a systematic 
means for achieving the rectification of the rolls. 

UNRWA, the Government of Jordan, and ICA have reached mutual agree- 
ment on arrangements for certain necessary administrative measures. The 
refugees in Jordan have Jordanian citizenship and it must be appreciated that 
whatever measures are resorted to, tact and patience will be required if the 
measures are to succeed. It must be recognized that the refugee problem in the 
Arab countries represents a volatile political issue. 

It should be noted that UNRWA has by no means been inactive in its attempts 
over the years to rectify the ration rolls insofar as possible under the circum- 
stances. During the period from its establishment to 1959, it deleted 51,277 
false registrations from the lists of qualifier refugees. 
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HOPES FOR INDEPENDENCE AND INDUSTRIALIZATION 


Senator Gore. Now, one further question on your statement, Mr. 
Secretary. On page 7 of your statement near the end of the page 
referring to Africa you say: 

Nowhere has independence been the occasion for higher hopes. 


I am not sure that hopes of independence have been higher in any 
other place, but surely in the Middle East and in Southeast Asia the 
hopes of independence have likewise been high. 

My impression of the area has been that these hopes of independ- 
ence in the Middle East and Southeast Asia have not materialized. 
A few years ago the magic word was “independence.” Through inde- 
pendence a higher standcrd of living to which the people aspire has 
not materialized. 

Now, the magic word is “industrialization,” and these “teeming mil- 
lions,” as Secretary Herter referred to this morning, are looking to 
the United States for an economic lift. This creates for us a severe 
problem. You predict the same thing in this area, because on page 8 
you say : 

As independence is achieved, the new countries look increasingly to the United 


States to assist them in securing their independence on solid economic founda- 
tions. 


TAKING CARE OF OUR OWN PUBLIC NEEDS 


In the light of these statements, I would like to advert to state- 
ments and colloquy between you and the chairman with respect. to 
what we can afford. That isa relative matter, I take it. You say on 
page 10 of your statement : 

The proposed Mutual Security Program for fiscal year 1961 would consume 
about eight-tenths of 1 percent of the gross national product of the United States. 

Expressed in those terms, what would be the cost of the Federal- 
aid-to-education bill which the Senate recently passed ? 

Mr. Ditton. I am afraid I have to plead ignorance because I don’t 
know the details of that bill, Senator. 

Senator Gore. Put on an annual basis and expressed in the same 
terms, the Federal-aid-to-education bill would cost about one-tenth 
of 1 percent of our gross national product. Do you realize the seri- 
ousness to our national economy and to the safety of travel from 
the cutback of our highway program ? 

Mr. Ditton. I know it has been substantially cut back. 

Senator Gore. Do you know how much money is needed to keep 
this program on schedule? 

Mr. Ditton. The highway program? I am afraid I don’t. 

Senator Gore. Do you realize that the total cost of the interstate 
program per year approximates the costs of the foreign aid program 
which you are recommending ? 

Mr. Ditton. I did not realize it was that large. 
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Senator Gore. Additional expenditures would be in the order of 
one-tenth of 1 percent of the original amount needed to keep the 
highway program on schedule. 

So if we fall into the habit of measur ing all authorizations in terms 
of percentage of the gross national product, we may get a warped 
opinion of what is really needed for the national we elfare. This is 
one way to express it of course. I suggest to you, and I make the 
suggestion as one who has supported the program and who expects 
to support it this year, with certain changes, that perhaps the single 
greatest source of opposition to extension of this program ar ises from 
the drastic reduction in expenditures for public facilities and sery- 
ices—public facilities and services which are needed direly by our own 
people for health, for welfare, for education, for prosperity, for com- 
merce, and industry. 

I know you are neither the President of the United States nor the 
Director of the Budget Bureau. But since you expressed the cost of 
this program in percentage terms of our gross national product, you 
touched a sensitive nerve. 

Mr. Dition. I can understand that. 

Senator Gore. That is a good comment. I think that is sufficient, 

The Cuarrman. The Senator from Delaware. 


OFFSHORE PROCUREMENT FROM FOREIGN GOVERN MENT-OWNED PLANTS 


Senator Wii1aMs. Mr. Secretary, I think you stated about $1.2 
billion of this amount would be spent in the countries abroad ? 

Mr. Ditwon. I think that was the figure that Senator Wiley de- 
veloped. Actually out of the 1959 fiscal year program, we spent $1 
billion out of a total of $3,800 million so if we did have a program as 
big as $4,175 million it would be somewhere between $1 billion and 
$1.2 billion. 

Senator Witi1AMs. In spending that abroad for supplies, you would 
negotiate a contract with the factory or the company in the country 
abroad, and after the product had been manufactured, you would then 
pay for it and it would be turned over to the country as a gift; is that 
correct in substance / 

Mr. Ditton. We do not negotiate contracts with a foreign producer. 
Under the law, ICA has been directed to use private channels as much 
as possible and to emphasize private channels. So it operates through 
free competitive bidding. ‘That is the usual way that these prices 
are set in international competitive bidding. We take the goods and 
give them to the country and if those woods are sold within the country 
the country deposits local currency w hich the countr y spends with our 
agreement. 

Senator Witi1aMs. Now, in some of the countries these factories 
might be owned either in their entirety or controlled in partial stock- 
ow nership by the government involved. 

Mr. Ditton. That may be the case. In most of the industrial 
countries that I know of that furnish things like this for the ICA 
the industrial plant is almost entirely private. So I think there 
would be very, very few exceptions. 

Senator Wu1aMs. There are exceptions, I understand. In the in- 
stance where there are exceptions, do you pay the government 4 








wa Tre 


ne 





MUTUAL SECURITY ACT OF 1960 79 


rofit on the manufacturer’s product which we, in turn, are going to 

uy and then give back to the government ? 

Mr. Dition. As I said, these are bought on the basis of interna- 
tional competitive bids. They take the low bid and if there is a 
profit involved, whoever is the low bidder would make the profit. 

Senator Wituiams. And if it is the government itself which owns 
the factory and is building the truck, we will say, then you pay the 

overnment the profit on the truck which, in turn, you are going to 
give back to them ? 

Mr. Ditton. That would be the case, but I don’t really know of any 
such cases. I think we would have to make a very careful study to 
see if such a thing did take place. 

Senator WILLIAMs. Would you check that? 

Mr. Ditton. We will be glad to. 

Senator Wiiu1AMs. The reason I asked that is that I remember 2 or 
3 years ago the Comptroller General wrote a report in which he criti- 
cized you for doing that, and at that time you Nietichas to Congress 
a statement that you would include a clause in the contract prohibiting 
that. I was wondering if that had been forgotten ? 

Mr. Ditxon. I will be glad to furnish you a statement on that. 

Senator Witi1ams. Do you remember the report? 

Mr. Ditton. I don’t remember that one; no. 

Senator Wituiams. I know at that time it was mentioned that there 
were sizable purchases. 

Mr. Ditton. Mr. Bell says he remembers that in connection with 
military assistance. 

Senator Witi1ams. There were instances in which that happened ; 
is that not true? 

Mr. Bei. That is correct. There was what we call a no-profit 
clause introduced in the contracts. 

Senator Witxi1ams. My question is: Is this no-profit clause still a 
part of the contracts where you are negotiating with a company which 
isowned by the country that is going to be the recipient of the finished 
product ? 

Mr. Ditton. I believe so, but we will furnish you with a detailed 
statement on this for the record, Senator. 

(The information referred to is as follows :) 


STATEMENT ON ICA DOLLAR PROCUREMENT PROCEDURES 


ICA dollar procurement procedures uniformly prevent financing of purchases 
in the country which is the recipient of the assistance. 

Accordingly, it is not possible for a recipient government to profit, through a 
state-owned enterprise, on goods which it receives under the economic assistance 
program. 

The Cyaan. Is that all, Senator? 

Senator WinitAMs. Yes. 

The CHarrman. Senator Lausche. 


DLF LOAN POLICY 


Senator Lauscue. I want to direct your attention to the subject of 
the deficits in the international trade accounts. 
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In the face of the deficits that we have suffered, and in the face of 
the outflow of our gold reserves, has there been any change in the ad- 
ministration’s attitude about making loans out of the Development 
Loan Fund, attaching conditions to those loans that the money shall 
be spent in our country ? 

Mr. Dron. Senator, yes. As regards the Development Loan 
Fund, it was primarily because of this balance-of-payments situation 
and also because of the fact that we felt that other industrialized coun- 
tries were able to make a greater effort in long-term financing of aid 
that a new policy went into effect last fall which placed primary em- 
phasis on goods and services of U.S. origin where Development Loan 
Fund financing was concerned. 

Senator Lauscnue. It was considered of sufficient gravity to change 
the policy and make these tie-in loans so as to insure that the deficits 
would either be reduced or eliminated; is that correct ? 

Mr. Ditton. Well, the effect of this would certainly be to lower or 
reduce the deficits in the future; yes. 

Senator Lauscne. Now see if my understanding is correct. We are 
still having a surplus in exports over imports, but the deficits result 
because of the tourist dollars that are spent, the military dollars that 
are spent by our personnel in foreign countries, and, in part, of the 
mutual aid program dollars that are spent; is that correct? 

Mr. Ditton. Plus investments abroad; that is correct. 

Senator Lauscue. And in the face of these adverse balances, it was 
determined that we had to do something about it and we called upon 
other nations to help us in stopping the outflow. 

Mr. Ditton. And in addition, we have made a very strong effort 
with other nations to get them to reduce discriminatory quotas which 
prevented U.S. exports from going to their countries. We have been 
quite successful in that and I think that is one reason our exports are 
going up. 

IDA LOAN POLICY 


Senator Lauscur. Yes. Now direct your attention to IDA. In 
the charter of IDA it is specifically provided that there shall be no 
conditions attached to any of the loans except those conditions that 
may be attached to supplemental subscriptions. 

Do you see any danger in the fact that the principles attached to 
the making of loans by IDA are different than those that you have a 
right to attach on your Development Loan Fund loan ? 

Mr. Ditton. Not really very much. The situation in IDA is dif- 
ferent since it is not all our own money, and there are substantial 
funds put in by other countries. The experience of the World Bank— 
the most recent experience, which is probably what counts—is that 
in the last year for which I saw figures available, approximately 30 
percent of World Bank expenditures on a competitive basis were 
spent in the United States. Of the hard currency that is going in to 
IDA, the United States will be putting up about 40 percent, so we 
would be getting back about three-quarters, if the experience is the 
same. About three-quarters, 75 percent of all that we put up, is likely 
to be spent in the United States. 

oe Lavscue. Does the World Bank have any right to attach 
tie-ins 
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Mr. Ditton. No, sir. 

Senator Lauscun. Those loans are made completely free. 

Mr. Ditton. Completely free, yes. 

Senator Lauscue. The Export-Import Bank does attach condi- 
tions that the money shall be spent in the United States. 

Mr. Dutton. That is right. It is for the purpose of promoting our 
exports. 

enator Lauscue. In the Development Loan Fund you have the 
discretionary power to attach conditions if you so desire. 

Mr. Ditton. That is correct. 

Senator Lauscue. And in the new IDA, no conditions will be 
permitted. Hy caitos 73 si dy 3 

Mr. Ditton. Since it is a multilateral institution, that is correct. 

Senator Lauscue. I see. 

The CuatrmMan, Will the Senator yield there on a factual point? 

You said “40 percent” of the hard currency in the International De- 
yelopment Association. The testimony I thought you gave the other 
day was that 32 percent of the hard currency was to be contributed by 
the United States. 

Senator Lauscue. No; 32 percent is contributed. We are con- 
tributors of 32 percent. Buta lot of the nations give soft currency, 
so that our amount goes up to 40 percent because the other nations 
are giving soft currency. 

r. Ditton. The total contributions in hard currency to the IDA 
will be about $785 million, of which 320 comes from the United 
States. So it is just over—I think it is 40.7 percent. 

The Cuaimman. Thirty-two percent was of the total contributions 
of $1 billion; is that right? 

Mr. Ditton. 320 was the total U.S. contribution of a billion total, 
yes. 

CAN WE AFFORD THE PROGRAM? 


Senator Lauscur. Now I would like to go to the 
Government to meet this program. 

My recollection is that the gross national product of 
1959 was $440 billion. 

Mr. Ditton. No, Senator, that must have been 1958. 

The CuHarrMan. It is more than that. 

Senator Lauscur. No; I don’t think so—not gross national product. 

Mr. Ditton. The gross national product in 1959 ran about 479. 

Senator Lauscue. All right, let’s say $479 billion. And our ex- 
penditures on consumer goods and services were about $310 billion. 

Mr. Ditton. That may be. 

Senator Lauscue. So the proportion, let’s say, is $310 billion to 
$479 billion. The Soviet’s gross national product was $175 billion 
with $100 billion spent in consumer goods. TI take it the proposition 
is that if we have the ability to spend $300 billion out of $479 billion 
om consumer goods, we could easily siphon off part of the money that 
is being spent on consumer goods and put it in the military and in 
this program. 

Is that the proposition ? 
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our country in 
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Mr. Ditton. That is a theoretical proposition which we certainly 
could—witness what we did during the war when we turned our pro- 
duction to war purposes. 

Senator Lauscuer. Now we have a population, according to the last 
figure that I saw, of 171 million people to the Soviets’ 204 million, 
That further accentuates the figures, showing the abundance that we 
have in our country, because with 171 million people we have much 
more than they have with their 204 million. 

While I recognize that we can draw upon this fact, the obstacle is 
the willingness of us in the Congress to face the facts. 

What is your view about the proposal that whenever we build up 
an expenditure that is greater than our income, that we ought ipso 
facto to impose a tax to make up the deficit ? 

Mr. Dixion. I don’t think that would be entirely wise econom- 
ically. That is not my business to talk about but we know that 
economies go up and down. When you get into a depression, if it 
meant you had to increase taxes when you got into a depression, I 
don’t think that would make much sense. 

Senator Gore. Will the Senator yield? 

Senator Lauscue. Just one moment and I will. But having in 
mind that we have had 24 years of deficits out of 29, wouldn’t we 
have been in a better position if we had the courage to collect the 
taxes to eliminate the deficit ? 

Mr. Ditxon. I think no doubt we would be in a better position. We 
would have a smaller national debt, but on the other hand we might 
not have spent so much money on growth; so it is a difficult thing to 
evaluate. 

Senator Gore. I have never seen Congress increase taxes by an ipso 
facto factum. 

Senator Lauscur. We are passing the tax obligation on to our 
future generations 20 and 25 years from now. We are enjoying the 
luxury of spending the money and we are imposing the burden of 
paying the obligation upon our grandchildren and even on our great, 
great grandchildren. 

I think that is all. 

The Cratrman. Senator Church? 


RELATIVE EMPHASIS ON MILITARY AND ECONOMIC ASSISTANCE 


Senator Cuurcu. Mr. Chairman, I would like to ask a few ques 
tions about the military assistance phase of this program. + Looking 
at the book that you prepared for us on page 17, where this program is 
broken down and compared for the years 1959, 1960, ‘tu 1961, the 
totals for military assistance show that in 1960 about $1,400 million 
was spent in military assistance, and in your statement, Mr. Secre- 
tary, you say: 


The bulk of the increase is concentrated on the military assistance program, 
which has been squeezed to the point where expenditures in the current fiscal 


year will decline to about $1,800 million. 

Now is the discrepancy here due to the fact that deliveries were 
being made in this fiscal year out of funds that had been previously 
appropriated ¢ : 
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Mr. Ditton. That is correct. This figure which you read, Senator, 
[ understand is obligational authority, is the amount obligated during 
the year. 

Senator Cuurcn. You remember last year, when we were taking 
up this program, there was a great deal of interest in the question of 
emphasis in the program. There has been much persistent criticism 
of this program upon the grounds that too much emphasis has been 
given to military assistance, particularly in areas of the world where 
the Communist threat does not parti ake of a military character. I 
remember in your testimony last year you pointed out how the em- 
phasis was shifting, that the Department was undertaking to shift the 
emphasis to the economic, and that proportionately the “milits ary as- 
sistance program was declining. 

Now this year it seems to me we have a reversal of that trend. 
The military assistance program which constituted approximately 
40 percent of last year’s program now constitutes nearly half of this 
year’s program. Is it fair to conclude then that the trend that I felt 
was a Wholesome one, and which you spoke to last year, is now reversed 
and we are going to have greater emphasis on the milits ary assistance 
phase of this program ! 

Mr. Dini.0on. No, I don’t think we mean that, Senator. I think our 
feeling is that these two programs are really quite different. ‘To meet 
the needs of the military assistance program, you need a certain amount 
of funds. The amounts for which we have asked will enable us to 
continue deliveries at a somewhat lower level than we have been pro- 
viding over the last 5 or 6 years. 

In the current fiscal year our deliveries are dropping sharply 
25 percent. We don’t think that we can continue that sort of a cut in 
deliveries of military aid without really affecting our national 
curity both in Europe and in the Far East where the pressures of 
communism are very great. 

As far as the economic portion of the program is concerned, we do 
wish continually to place greater stress on that, and I think gradually 
increase the amount of the funds. 

The difficulty with deciding to provide less military assistance is 
that the military program is related to the threat of world commu- 
nism, and until it goes away, it is very hard for us to see any way to 
reduce the program from its present level. 

Certainly we are moving in Latin America, for instance, where 
there is not an imminent threat, to reduce the deliveries of military 
programs very substantially. 


FUTURE LEVEL OF MILITARY DELIVERIES 


Senator Cuurcn. Last year the Congress in the authorization bill 
approved in final form an authorization of 1 billion 4 for milits ary 
assistance, did it not? 

Mr. BEL. One billion 3. 

Mr. Ditton. 1 billion 3 was appropriated, 1 billion 4 authorized. 

Senator Cuurcn. $1.4 billion was authorized ? 

Mr. Ditton. That’s right. 

Senator Cuurcu. And 1 billion 3 was appropriated. You have 
said that this year the deliveries will actually be about 1 billion 8. 
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I take it that you feel that this is a minimum figure, whereas the Con- 
gress has placed much more severe limitations upon what it thinks the 
figure ought to be. 

Looking ahead, do you think that we will have to continue to main- 
tain our military assistance deliveries abroad at a level of about 1 
billion 8? 

Mr. Ditton. I do. We have felt that they actually ought to be at 
a level approaching $2 billion a year. For the 4 or 5 years preceding 
this year our deliveries have averaged about 2 billion. 

During that period Congress has voted less money, but we had 
never assumed the amount that Congress appropriated represented 
the level of deliveries that Congress actually intended to have take 
place. Congress knew we were utilizing the backlog, and that it was 
being continually drawn down. 

The fact now is that after the appropriation of last year, the re- 
duced appropriation, for the first time it has been conclusively shown 
that the backlog has run out and that deliveries themselves are going 
down, whereas in the past this was not necessary. 

Now I certainly did not think that last year the Congress by ap- 
propriating 1 billion 3 or authorizing 1 billion 4 meant to say that 
that was going to be the permanent level of military deliveries. If 
they had, it would mean that we would have to abandon a whole lot 
of our alliances around the world, which would be very damaging 
to our national security. I don’t think that could have been intended. 

I think they did intend to force a further drawdown of the back- 
log, which is what happened. We are delivering this year 1 billion 
8 as against an appropriation of only 1 billion 3, a 500 million draw- 
down. 

DECLASSIFICATION OF FIGURES COMMENDED 


Senator Cuurcu. You remember last year that we had quite a con- 
troversy in the committee here with respect. to the classification of 
military assistance information, particularly in areas where there did 
not seem to be any good national security justification for it. I want 
to commend you and the Department for the part you played in de- 
classifying much of this information and making it public. 

I think this was a real service and a step in the right direction 
in every way. 

But I look at these figures and I am distressed at the way this trend 
seems to me to be going in major areas of the world. 


JUSTIFICATION OF MILITARY ASSISTANCE TO LATIN AMERICA 


Beginning with Latin America we had $52 million in the program 
in military assistance for Latin America in 1959, $66 million in 1960, 
and $67 million proposed in 1961. This is an upward trend, and this 
in the face of the fact that not one authority coming down here either 
from the State Department or the Pentagon could make any case for 
this military assistance program that related to hemispheric defense. 
The Congress wrote into the law last year a limitation that we have 
already discussed, to prevent this program from growing any larger. 

If it were not for that limitation, I am fearful that the amounts 
requested this year would be larger. That has been the experience 
we have had with it in the past. 
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Ambassador Achilles was here just the other day talking to the 
committee with respect. to conditions in Peru. 

I remember when I was in Peru that many remarked upon the 
fine technical assistance program we had there. I never had anyone 
remark to me with respect to the military assistance program. 

I didn’t hear a single commendation of the military assistance 
program. Ambassador Achilles said he felt that. the work that was 
being done in the technical assistance program was doing a great 
deal of good. He could not say the same for the military ‘assintance 
program. The House of Representatives just a year or two ago, after 
making an exhaustive study of this question, recommended a termi- 
nation of military assistance in moh America. 

And yet the program persists. I don’t know why we just don’t 
write an end to it, why we just can’t say as a matter of law—“the 
evidence is all in—we don’t think this military assistance program 
is advisable or desirable. We don’t think that it strengthens Ameri- 
ean foreign policy. We think in fact that it has been hurtful in 
many ways. Therefore, no further authorizations for new commit- 
ments for military assistance in Latin America are to be permitted. ; 

This permits us to honor our obligations up until now, but Congress 
just says no, no further authorizations. 

Now why must we continue to spend this money in South and 
Central America apart from honoring past commitments? What 
would be your observations as to the effect of simply writing into the 
law a prohibition of new authorizations for military assistance in 
South America ? 

Mr. Ditton. I think the first observation I would like to make is 
that the bulk of our military assistance program for next year, a 
large part of it is honoring past commitments. The program for 
Brazil, for instance, is part of this commitment which we have 
discussed. ‘This corresponded to roughly half of what is being re- 
quested in Latin America for materiel next year. The other thing 
I would like to say is as mentioned this morning, there is this long- 
term sales agreement. 

We are not at all certain that this country will want to purchase 
the full amount that is contemplated under that commitment. The 
full amount is provided for in here, but it may not be spent. I doubt 
it will be spent. So the total will probably be smaller. Thus the 
figure is not as big as it looks. I would say that our training pro- 
grams in South America are really very useful. I think there is a 
general understanding that this is the case. 

I don’t think there is any argument about that. I do think that 
there is some connection between the two. If we do this training, 
which is useful, and then say that we will neither sell nor grant nor 
make available under any basis any military equipment to any of 
these countries, they undoubtedly will turn elsewhere for it, as Some 
of them have already done, to England or to other free world coun- 
tries, Or possibly even elsewhere. I don’t think that would be use- 
ful. I quite agree that we should keep the provision of military 
equipment to the minimum amount required, and certainly the law 
that was passed last year did have that effect. 

If the figure were zero, I just don’t know. I would be a little 
afraid that over a period of time our ability to train these people, to 
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exercise a certain amount of influence, to show them how the U.S. 
system worked, would be diminished if we were unable to provide any 
equipment on any basis. 


PROBLEMS OF LATIN AMERICAN MILITARY ASSISTANCE 


Senator Crurcu. I think the program has been useful in many 
ways, and I have no compunctions against the purchase of military 
equipment if these countries desire ‘to purchase it. That. is their 
decision to make. What I object to is the continuing use of American 
dollars to augment the military establishments in these countries, 
which seems to me to fly right in the face of our declared policy to 
urge them to reduce these establishments so that they can divert more 
of their resources to economic development. 

Mr. Ditton. With the exception of the commitments to Brazil and 
sales, our programs for next year represent a 20-percent reduction in 
military materiel over this year. So we are moving in that diree- 
tion. 

Senator Crurcu. I am glad of that, and I certainly do approve of 
it. But I think that if the Congress were to take a firmer stand here, 
we could make progress faster. We have got the situation of Chile 
where every time they send a cruiser to sea the budget is out of bal- 
ance. Peru has four submarines. Brazil has a new aircraft carrier 
and does not have trained personnel or planes to put on it. It seems 
to me that we ought not to be participating with American money 
in further complicating this problem which is already so serious for 
South America. 

We should be urging them to reduce their military establishments 
and take advantage of their situation behind this American shield 
that we furnish them. 

Mr. Driton. That is correct. 


MILITARY ASSISTANCE TO AFRICA 


Senator Cuurcu. In connection with Africa—and here again I 
have the same difficulty—in 1959 we had a military assistance pro- 
gram of about $12 million. It went up to $13 million in 1960 and 
now it is up to $18 million for 1961. Aren’t we beginning to do the 
same thing in Africa that we have done heretofore in South America! 

What is the justification for starting a military assistance program 
in a continent like Africa / 

Mr. Ditton. This would include, of course, North Africa, which 
includes Tunisia, which has a very real reason to want a military as- 
sistance program to enable it to defend itself. It also includes Liby: 
and Ethiopia. 

Now, in the case of Ethiopia and Libya we have more military 
facilities in both of those countries. 

In the case of some African countries there have been offers of sub- 
stantial deliveries of weapons from behind the Iron Curtain. 

If we did not meet modest requests and try to influence them to 
develop their forces for purposes we think would be useful—internal 
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security and things of that kind—the results would be very similar 
to what happened in Egypt a few years back when we stopped de- 
liveries of military equipment and they turned to the Soviet Union. 
There is no doubt about that. 

So I think that we have tried. We have sent missions to North 
African countries and have worked with them and have tried to de- 
velop a simplified program. They could continue to buy their equip- 
ment, which we are trying to encourage, to a large extent from France. 
But they have a certain reluctance to buy it all from France because 
of the situation in North Africa and their past relationships with 
France. 

Senator Cuurcu. Couldn’t we on the whole have as much influence 
in these decisions through our programs of economic assistance ? 

Is it necessary for us to supply military arms and equipment in 
order to effect these decisions ? 

I take it that what you mean is that if in Ethiopia, for example, 
they were to turn to the Soviet Union and obtain Russians arms, 
this might develop a certain dependency upon Russia to supply the 
spare parts and to follow through from year to year, which we would 
like to avoid. 

Mr. Ditton. It would also mean that training would presumably 
go with it, and numerous Ethiopian officers and soldiers would be 
trained in the Soviet Union, which would give the opportunity to in- 
doctrinate them, which is a Soviet desire. And, as you know, the im- 
portance of the military in some of these newly emerging countries in 
Asia and Africa is very great. If the military are dominated by 
people who have been indoctrinated in the Soviet system, it might be a 
very rapid way of seeing great areas go under Soviet domination for 
good. 

Senator Cuurcu. The thing that I questioned about it is whether 
we are not feeding the very fire we would like to quench. When we 
begin military assistance in one of these countries, then it is necessary 
for us to continue supplying spare parts and new parts to hardware 
that we have already given. We are adding to the problem of the 
country by contributing equipment that the country is then called 
upon to support or must ask us to support. 

If there is ever a place in the world that does not need an arms race 
started, it is Africa. Here we have $18 million this year for military 
assistance compared with a $20 million request which is to apply to 
all of tropical Africa for the economic development that is so des- 
perately needed. 

_ Now here is a very modest beginning for economic development that 
is practically matched dollar for dollar with a growing military 
assistance program. 

Mr. Ditton. This covers the whole of Africa. 

Senator Cuurcu. Yes; but nevertheless when you consider the 
plight of Africa and its situation, it seems to me that these things 
ire out of balance. I am afraid that we may see develop here in 
Africa, on the strength of the argument, “We must do it or Russia 
will,” a kind of thing that we really don’t want to see happen. And 
yet we may be aiding and abetting it. 
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JUSTIFICATION FOR MILITARY ASSISTANCE TO AFRICA 


Mr. Dutton. It is a difficult problem. Certainly, we would agree 
with you that the African areas don’t need arms. But an example of 
what can happen is in the case of Guinea, where when she became 
independent the French moved out lock, stock, and barrel and stripped 
the country of all arms—even police arms which had been used there, 

The end result was that about 2 months later a couple of shiploads 
of Czech arms came in. It is a very difficult problem. If we did not 
face this Russian situation, I am sure we would be able to hold our 
military assistance programs in Africa much lower. We certainly 
don’t like to increase the level of military expenditures and we do our 
best to reduce them. 

Now when you say this $18 million compares with the $20 million 
and may be out of balance, I might agree. We have no idea that that 
$20 million is enough in the long run. It is just a very modest start. 
Twenty is only a part of our proposed economic program for Africa 
which amounts to nearly $140 million, $139 million, to be exact. 

Senator Cuurcn. I understand the argument you have put forward 
and you have certainly expressed it very well, but the same argument 
has been used in South America, that we must supply the arms or they 
will get them from Russia. 

I think possibly in one or two very flagrant incidents or instances 
in South America, it might have been a lot better for us had Russia 
been tarred with the brush. 

Mr. Ditton. I don’t think it applies so much to South America, 
The Soviet bloc has never really made a major effort there although 
it looked as if they were going to supply arms in South America. The 
South Americans have gotten arms from our allies, from the United 
Kingdom and other places like that, but the Soviet bloc is being very 
aggressive about it in Africa. 

Senator Cuurcn. Thank you very much. 

Mr. Ditton. Thank you. 


OVEREXPECTATION OF AMERICAN AID 


Senator Gore. Mr. Secretary, I would like to reread the sentence on 
page 8 of your statement which I read earlier : 

As independence is achieved the new countries look increasingly— 
and I would like to add my own underscoring of increasingly— 


to the United States to assist them in securing their independence on_ solid 
economic foundations. 

I read that again because, as a supporter of this program, and an 
observer of it, I have developed a serious concern in my visits during 
November and December along this very point, and your statement 
adds to my apprehension. I do not know how we can bring a realiza 
tion to these people that there are limits to what one nation of 17% 
million people can do to bring prosperity to a world of 3 billion 
people. 

I thought President Eisenhower’s statement that the essence of 
our program was to help the people help themselves was very good. 

I fear your statement that this request represents only eight-tenths 
of 1 percent of our gross national product will not be very helpful 
in this regard. 
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I am not saying this as criticism of you. Tam really soliciting your 
view on this. We could be building for ourselves a reservoir of dis- 
appointment and frustration which would, in the end, operate greatly 
to our disadvantage, unless this is handled with probity and prudence. 

Mr. Ditton. You are very correct, Senator. I agree with you en- 
tirely. I would like only to point out in connection with this sen- 
tence that I used this word “increasingly” in particular because we 
were talking about tropical Africa where we have not made any 
significant contribution to date. And as they become independent 
they begin to look to us. 

Senator Gore. I am not questioning the accuracy of your state- 
ment. I think it is accurate. But couldn’t you make the same state- 
ment about every country in the Middle East ? 

Mr. Ditton. I don’t think they are looking increasingly to us, not 
any more. I think they realize ‘that there are limits and that those 
limits have been pretty well reached. 

Senator Gore. I did not get that impression. 

Mr. Ditton. You didn’t? 

Senator Gore. I don’t think Secretary Herter agreed with you by 
his statement this morning. They think our resources are boundless 
and bottomless. Anyway, I am glad that you are aware of it. 

Mr. Ditton. Very ‘much aware. 

Senator Gore. And that Secretary Herter is aware of it 


AMERICAN CITIZENS’ SUPPORT FOR PROGRAM 


Senator Cuurcu. Mr. Chairman, if you will yield at that point for 
me to make this observation, I want to quote to you, Mr. Secretary, 
one other paragraph of your excellent statement : 

Although it is unfortunately true that some of our citizens still do not fully 
comprehend the urgent need for continuing mutual security at adequate levels, 
itis my belief that the vast majority of the American people look upon mutual 
security as a direct investment in their own future safety and well-being. 

I just hope that you are a good prophet and that this is an accurate 
forecast of the attitude of the ‘people of Idaho. 

Mr. Ditton. Sodo I, 

Senator Cuurcu. But I must say in all candor that I do not share 
your confidence. 


ECONOMIC DEVELOPMENT OF AFRICA 


Senator Gore. Now in connection with bringing them prosperity 
ma sound economic basis, is it not true, Mr. Sec retary, that only a 
few countries in the world have the 1 resources, the physical recources, 
the economic resources, the human resources necessary for an in- 
dustrialized society ? 

Mr. Dinton. Certainly without a great deal of further development 
of technical skills and so forth, that it true. But I wouldn’t say that 
this is impossible, for instance, in Africa at some time in the future. 
But as we point out, their first need is to develop their human resources, 
hotcapital. It is going to take a long time. 

Senator Gore. Of course, in Africa you may have within the next 
decade a regrouping of national boundaries. ‘They may have a con- 
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solidation. It is difficult to foresee what Africa will be a decade from 
now, indeed what the Middle East may be a decade from now. But 
I was concerned that so many small nations were looking to the United 
States to industrialize them when in fact they are not possessed of the 
necessary ingredients for an industrialized society. 

Yet they are quite impatient for it, I think, impatient for something 
which we are powerless to give them or even to help them achieve. 

We need very much to “promote understanding by the recipient 
countries of our own limitations as well as theirs. 

Mr. Ditton. That is correct. 


CONLON REPORT—U.S.-CHINA POLICY 


Senator Gorr. Senator Lausche referred to the Conlon report. | 
would like to point out that the Conlon report suggested three general 
lines of approach to an American-China policy. I will name the 
three. 

(1) Containment through isolation. 

(2) Normalization of relations. 

(3) Exploration and negotiation. 

Now under this third possible approach, the report suggested stage 
land stage 2. Under stage 2 there are A, B,C, Dand E. B readsas 
follows: 

Informal discussion with our allies and “neutrals” on the following four-point 
program: admission of Communist China to the United Nations; recognition of 
the Republic of Taiwan; the seating of this Republic in the Assembly; the en- 
largement of the Security Council to include India and Japan as permanent men- 
bers, as well as China. 

I read these to put the exact contents of the Conlon report in the 
record. 

ASSISTANCE TO TAIWAN 


With repect to Taiwan, you made another statement about which 
I would like to question you. 

You say on page 5: 

We propose to respond by maintaining next year’s defense support program at 
approximately the current level, earmarking a portion of these funds for the 
support of Taiwan’s rapidly expanding private industries. 

Just exactly how will these funds be used to aid the expanding pri- 
vate industries of Taiwan ? 

Mr. Ditton. These industries need machinery and equipment to ex- 
pand and to modernize, and the funds will be available for that 
purpose to provide the foreign exchange so that the Taiwan economy 
obtains this machinery and equipment. Otherwise they would not be 
able to get it which would hold down the development of Taiwan, 
certainly of the private sector. 

Senator Gorr. Will these be loans to the industries or grants of aid! 

Mr. Dixon. I think that the idea of this which will be developed 
in greater detail by the regional people from the ICA when they 
testify i is that these funds could mélnde loans to the individual com- 
panies by the Chinese Government which they would pay back in their 
own local currency. 
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Senator Gore. Then we will have an opportunity to explore this in 
detail. 

Mr. Ditton. Yes. 

Senator Gore. Thank you, sir. 

The committee will resume at 10 o’clock tomorrow in the New Senate 
Office Building. 

Thank you, Mr. Secretary. 

Mr. Ditton. Thank you, Senator. 

(Whereupon, at 5:40 p.m. the hearing was adjourned, to reconvene 
at 10 a.m. Wednesday, March 23, 1960.) 
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WEDNESDAY, MARCH 23, 1960 


Unirep Srares SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 4221, 
New Senate Office Building, Senator J. W. Fulbright (chairman) 
presiding. 

Present: Senators Fulbright, Sparkman, Gore, Church, Hicken- 
looper, Aiken, and Carlson. 

Iso present: Benjamin Forman, Assistant General Counsel for 

International Affairs, Department of Defense. 


TWO-YEAR AUTHORIZATION FOR MILITARY ASSISTANCE PROGRAM 


The CuatrmMan. Let the committee come to order. The committee 
is meeting this morning with Assistant Secretary of Defense Irwin 
to consider the military aspects of the Mutual Security Program. I 
would remind the members that last year the committee authorized 
appropriations for military assistance for fiscal years 1961 and 1962. 

erefore, as a practical matter, we do not have opportunity this year 
to determine the size of the authorization for military assistance. 

It will be recalled, however, that the President has indicated he 
will seek an appropriation of of $2 billion for fiscal year 1961. Last 
year the administration requested an appropriation of $1,600 million 
military assistance and the amount appropriated was $1,300 million. 
Despite the fact the committee does not have before it this year au- 
thorization language for military assistance, we are nevertheless free 
to amend the basic legislation in any way that seems desirable, 

It may be that the committee will want to discuss some aspects of 
the military part of the program in executive session. Should that 
be the case, I will be prepared later this morning to adjourn the pub- 
lic session and we can retire to the adjacent office to meet with Mr. 
Irwin in executive session. Mr. Irwin, will you proceed, please ? 


STATEMENT OF HON. JOHN N. IRWIN II, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, ACCOM- 
PANIED BY GEN. LYMAN L. LEMNITZER, CHIEF OF STAFF, U.S. 
ARMY, AND GEN. WILLISTON D. PALMER, DIRECTOR OF MILI- 
TARY ASSISTANCE 


Mr. Irwin. Thank you, Mr. Chairman, may I first express the re- 
ie of Secretary Gates for not being able to be here this morning. 
you know, he is in Europe. 
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VALUE AND EFFECT OF MILITARY ASSISTANCE PROGRAM 


The responsibilities of this committee are such that no other group 
is more conversant with all aspects of our activities and objectives 
overseas. I shall not, therefore, take the committee’s time to review 
the bases for my own conviction that the decade of the sixties will 
be one of great challenge for the United States. The military assist- 
ance program is one of our most effective instruments for meeting that 
challenge. Military assistance adds a vital weapons system to the 
military posture of the United States. This may be a novel way to 
think of military assistance, but it is a description which fits the facts, 
We are investing billions of dollars in the Strategic Air Command, 
the fleet ballistic missile system, the Army’s Strategic Army Corps 
(STRAC), each of which is a group of weapons systems designed for 
speedy application of force to troubled areas in the world. With the 
military assistance funds appropriated by Congress we are also cre- 
ating a “system,” a system of manpower and weapons with the dual 
capability of adding to our deterrence of general war and enhancing 
our ability to meet the challenge of limited wars and Communist sub- 
version. And we are doing so at far less expense than an equivalent 
increment in our own forces would cost. 

As a practical matter, no amount of money spent on our forces could 
assure the United States of faithful allies overseas. Without our 
assistance many would have fallen to communism long ago, whereas in 
fact we have in many critical areas trained, well-equipped allied 
forces, familiar with the terrain, acclimated to local conditione and 
deployed for immediate resistance to local aggression. 

The basic criterion for the program which I am supporting today is 
the congressional statement in the Mutual Security Act of 1954 that 
the purpose of chapter 1 is— 
to authorize measures in the common defense, including the furnishing of mili- 
tary assistance to friendly nations and international organizations in order 
to promote the foreign policy, security and general welfare of the United States. 

The act also states that under the direction of the President, the 
Secretary of State is responsible for— 
determining whether there shall be a military assistance program for a country 
and the value thereof. 

The program as established in each country represents a mixture of 
military, political, and economic factors. In some instances the mili- 


tary factor is more apparent, in others the political. 


BALANCE OF PAYMENTS 


Before speaking of the 1961 program, I wish to comment on the 
impact of the military assistance program on our balance of payments. 
This problem has received much attention recently in the administra- 
tion as well as by the public, and I can assure you that the Department 
of Defense is concerned about it. Unfortunately, various news media 
have at times given the impression that a significant portion of our 
gold loss is attributable to the expenditure of military assistance funds 
overseas. This is not so. In fiscal year 1959 total military assistance 
expenditures were about $2,370 million, of which almost 90 percent 
was spent in the United States and thus had no effect on the balance of 
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payments. The percentage for fiscal year 1960 will be approximately 
thesame. Asa matter of fact, during the past 3 fiscal years purchases 
from the United States under the mutual security sales program have 
been enough to offset our military assistance expenditures which were 
made abroad. 

ALLIED CONTRIBUTION 


A related question—the adequacy of our partners’ financial partici- 
ation—stems from the recognition that some of our allies, particu- 
arly those in Western Europe, have recovered from the effects of 
World War II and are now able to carry a heavier portion of the free 
world’s defense burden. The answer is that we are currently and con- 
tinuously engaged in negotiations with all such allies to bring about 
a more equitable sharing of the cost of adequate combined military 
strength. We are pressing these countries to assume greater respons!- 
bility for their individual and collective defense; and in fact they are 
doing so and there is reason to hope that our efforts will prove pro- 
gressively more successful. 

Meanwhile, however, the security interests of the United States in 
the defense of Europe must be protected. NATO forces are an 
integral part of our own total defense. If our NATO partners 
cannot yet or will not yet commit themselves to paying for the neces- 
sary modernization, a serious and urgent problem of U.S. security 
arises. If we have to choose between eliminating all assistance to 
certain countries—and thus denying the Supreme Allied Commander, 
Europe (SACEUR) the barest minimum of modern equipment he 
needs to meet his regional defense requirements, that is, our forward 
defense line—or, giving some help, while striving to have our allies 
increase their contributions through cost-sharing incentives, I believe 
we should be foolish in the extreme not to adopt the latter course. 
Let me stress an essential point: We are looking at NATO as a whole. 
When General Norstad says he urgently requires modern fighters or 
air defense missiles or radars, he primarily is concerned with NATO 
requirements and secondarily with which particular country gets what 
equipment. The important thing is that NATO has modern weapon 
systems deployed to suit SACEUR’s operational requirement. When 
our 1961 program includes an all-weather squadron for a given coun- 
try, we are not so much helping that country’s air force as we are try- 
ing to give the allied commander for all of Europe the tools he needs 
todefend Europe and thereby the United States. 





LEVEL OF APPROPRIATIONS 


It was with this in mind that the Draper Committee recommended 
the appropriation of an additional $400 million, over and above the 
$1.6 billion requested for the fiscal year 1960 program, primarily for 
the specific purpose of modernizing NATO forces. The executive 
branch did not ask for such an additional appropriation, because of 
the timing of the legislative cycle. The requirements which other- 
wise would have been covered by a supplemental appropriation were 
in part consolidated with the overall requirements for the fiscal year 
1961 program. 

From 1953 to 1958, the percentage of U.S. assistance has dropped 
from 28 percent of total European NATO defense expenditures to 
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about 8 percent. The present increase in allied expenditures cannot 
absorb the entire cost of the very expensive advanced weapons which 
are needed, but it is an encouraging step in the right direction. 


PROGRAM MANAGEMENT 


My predecessor worked hard at improving the management of the 
program, and we are continuing to do so. Last summer, the Presi- 
dent’s Committee To Study the U.S. Military Assistance Program, 
more informally known as the Draper Committee, submitted detailed 
findings and recommendations which have been the subject of con- 
centrated study and work by the Department of Defense. We have 
made a major effort to incorporate the Committee’s recommendations 
into our current program operations and future planning. 

In general, the Draper Committee recommended acceptance of two 
basic concepts: (1) Strengthen the position of the State Department 
on the policy level of military assistance planning and an increased 
assurance of the conformity of the Military Assistance Program 
(MAP) to foreign policy and to related assistance programs, and (2) 
the focusing of responsibility on the Department of Defense for the 
planning, programing and execution of military assistance within the 
framework of policy guidance furnished by the National Security 
Council and the Department of State. In a letter to Mr. Draper, 
dated June 24, 1959, President Eisenhower stated: “I am fully in 
agreement with these concepts.” 


RECOMMENDATIONS OF DRAPER COMMITTEE AND ACTION OF DEFENSE 
DEPARTMENT 


The principal recommendations giving effect to these concepts and 
the current status of action thereon are as follows: 

Recommendation: Military assistance should be planned and pro- 
gramed on a long-term basis. 

Status: Instructions have been issued requiring that military as- 
sistance be planned on a 5-year projection. Annual programs in 
support of these plans will be developed covering a 3-year period. 

ecommendation: There should be a continuing authorization for 
the military assistance appropriation. 

Status: ‘The Congress, in Mutual Security Act of 1959, authorized 
appropriations for fiscal years 1960, 1961, and 1962. 

Recommendation: The military assistance appropriation should be 
placed in the Department of Defense budget, in order to center re- 
sponsibility for administering the program more positively in the 
Defense Department. 

Status: The fiscal year 1961 Department of Defense budget re- 
quest for appropriation includes appropriation for military assistance. 

Recommendation: Military assistance plans should be formulated 
within order of magnitude dollar guidelines. 

Status: Planning for the period fiscal year 1962-66 has been initi- 
ated on the basis of dollar guidelines approved by Departments of 
State and Defense. 

Recommendation: The Department of State and the Ambassadors 


should participate at an earlier stage in the development of military | 


assistance plans. 
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Status: The Department of State participates in the first stage 
of military assistance planning, the development of the Mutual Se- 
curity Objective Plan (MSOP). This plan provides the guidance for 
subsequent military assistance planning. The ambassadors comment 
on the draft MSOP and therefore begin their participation at the first 
stage of country military assistance planning. 

ecommendation: Military assistance planning and programing 
should be further decentralized to the unified commands overseas and 
tothe Military Assistance Advisory Groups (MAAG). 

Status: Unified commands, country teams, and MAAG’s have been 
assigned the basic planning and programing responsibility. Mili- 
tary assistance plans and programs will henceforth be prepared by 
these agencies in the field, subject to policy and technical guidance and 
review in Washington. 

Recommendation: Provision should be made for more adequate 
consultation with recipient countries during military assistance plan- 


ning. 

Status: The “Military Assistance Manual” which prescribes pol- 
icies and procedures for planning and programing includes a revised 
section devoted to collaboration with recipients. Guidance is pro- 
vided with respect to achieving the objectives of appropriate consulta- 
tion with recipients, consistent with safeguarding classified informa- 
tion and observing the U.S. policy concerning new commitments. 

Recommendation: The Department of Defense should have clearer 
operational responsibility for planning, programing, and execution 
ws military assistance. 

Status: This recommendation is virtually identical with the com- 
mittee’s second “basic concept” which was fully endorsed by the 
President. While an Executive order amplifying or interpreting 
the amendment adopted by Congress to section 523(c) of the Mutual 
Security Act has not been issued, the operational responsibility of 
the Department of Defense is made clear in the new procedures for 
planning, programing, and execution of the military assistance pro- 
gram adopted pursuant to the committee’s recommendations. 

Recommendation : The executive branch should assure that funds for 
the procurement of military assistance materiel are made available to 
the military departments more promptly after appropriation; the 
military departments, in turn, should accelerate procurement and sup- 
ply actions to expedite actual delivery of military end items. 

Status: The Draper Committee recommended that 66% percent of 
the amount appropriated should be apportioned and allocated to the 
implementing agencies within 30 days of the enactment of the ap- 
propriation act and that 80 percent of the amount should be appor- 
tioned and allocated within 60 days after the date of appropriation. 
The appropriation was made on September 28, 1959, and 60 days later 
Defense had requested apportionment of 74 percent of the available 
funds. Apportionments approved through December 1 totaled 63 per- 
cent and actual allocations to the military departments totaled 53 per- 
cent. The military departments have acted in anticipation of these al- 
locations. Greater acceleration is to be expected when the long-range 
planning of military assistance has its impact on the program. 

Recommendation: There should be established within the Defense 
Department an independent evaluation staff. 
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Status: An Office of Military Assistance Evaluation has been estab. 
lished within the Department of Defense independent of the Director 
of Military Assistance. In addition, the Inspector General and Comp- 
troller, Mutual Security, Department of State, will conduct. broad 
evaluations of the overall effectiveness of the Mutual Sec urity Pro- 
gram. The Department of Defense will participate in this activity, 
With respect to our Military Assistance Evaluation Office, the exact 
course it will take will depend on our experience at least in the ini- 
tial inspections of the State Department’s Inspector General and 
Comptroller. We are participating with them on their first evalua- 
tion, which goes to Turkey, and as a result of that evaluation we will 
give further direction to our Evaluation Office, taking care that our 
Office and the State Office do not duplicate. 

tecommendation: Highly qualified and experienced personnel 
should be assigned to the program. 

Status: The Office of the Assistant Secretary of Defense for Inter- 
national Security Affairs (OASD/ISA) and the military depart- 
ments are reviewing assignment criteria and standards to insure the 
selection of highly trained and experienced personnel. 

Zecommendation: There should be established within the Depart- 
ment of Defense a Director of Military Assistance. 

Status: Gen. Williston B. Palmer, U.S. Army, has been appointed 
Director of Military Assistance. 

We in Defense are very gr: atified to have a soldier of such stature 
and such broad experience take over the direction of the program, 
As you doubtless know, Mr. Charles Shuff is now in Paris as the De- 
fense Adviser to our Ambassador to NATO, and as the Defense repre- 
sentative in the North Atlantic and Mediterranean areas. In this ¢a- 

yacity Mr. Shuff is continuing to apply his extensive knowledge and 
bablevounsl on military assistance matters to our common production 
and cost-sharing efforts. 


TRAINING AND PERFORMANCE OF SPECIALIZED PERSON NEL 


As we strive continually to improve our efficiency, we, of course, 
recognize that we make mistakes and that much remains to be over- 
come. However, we are encouraged by the progress already made. 
Decentralization of a considerable portion of the programing function 
is bringing to this process the full benefit of the knowledge and ex- 
perience of our unified commanders and other field personnel who are 
closest to the problems. We are benefiting from the superior per- 
formance of graduates of the Military Assistance Institute. There 
is steady progress in improved utilization of MAP equipment as the 
result of our “training of allied personnel in proper use and mainte- 
nance. 


MINIMUM LEVEL OF ASSISTANCE NECESSARY TO SUPPORT U.S. OBJECTIVES 


Now, I would like to take up the substantive—and very basic—find- 
ings and recommendations of the Dr: aper Committee on the minimum 
level of military assistance needed to support the global strategy and 
foreign policy objectives of the United States. These specific findings 
and recommendations were based on careful consideration of the pres 
ent status of the programs as follows: 
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1. Since fiscal year 1954, annual deliveries have exceeded annual 
appropriations. In fiscal year 1954, the value of goods ordered in 
prior years and awaiting delivery was $8.5 billion, due to the Korean 
war emergency. It is estimated that, by the end of fiscal year 1960, 
this undelivered balance will have been reduced to about $2 billion, 
the minimum amount required to maintain an orderly and uninter- 
rupted flow of materiel at the current rate. 

2. Annual appropriations for military assistance have averaged 
approximately $1.4 billion during the last 6 fiscal years, including 
1960. 

3. Annual military assistance deliveries for this 6-year period aver- 
aged $2.3 billion per year. 

These facts, taken together, lead to the conclusion that we cannot 
now escape a drastic decline of more than 20 percent in fiscal 1960 and 
1961 military assistance deliveries to $1.8 billion or less. In short, 
we are approaching a pay-as-you-go basis. This means that annual 
deliveries will approximately equal annual appropriations. 

I cannot emphasize too strongly that this is not a matter of fiscal 
management or paper transactions but of actual deliveries of equip- 
ment and training urgently required to maintain the defense posture 
of the free world. The capabilities of our allies are directly affected 
by the amount of military assistance we can provide to supplement 
their own efforts. Since maintenance of forces in being must, of 
necessity, take first priority, a reduction of more than 20 percent in 
total military assistance will come out of funds available for applica- 
tion to force modernization and delivery of advanced weapons. View- 
ing this situation with serious concern, the Draper committee pre- 
dicted that its continuation— 
would mean that while most of the forces we now support would probably re- 
main in being, the national will to resist would be impaired, effective fighting 
strength would seriously decline and military risks would increase unac- 
ceptably— 
in short, that such a course of action would— 


amount to a fundamental change in U.S. national policy. It would imply a 
strategic retreat. 


To preclude such an outcome, the committee found that— 


The military forces which we have helped to build cannot be sustained 
except on a solid foundation of annual support of this order of magnitude ($2.5 
billion ). 


Further, they put on a bottom limit in the following words: 


Two billion dollars per year for fiscal year 1960, and for a number of 
years to come, is the lowest level that should be used in our projections. 


They recommended that— 
all possible steps be taken to close the dangerous gap between funds available 
and essential requirements in the military assistance program. 


EXECUTIVE BRANCH REQUEST FOR FISCAL YEAR 1961 PROGRAM 


As I indicated a moment ago, the executive branch did not ask for 
4 supplemental appropriation to cover the additional $400 million 
which the Draper Committee recommended for the fiscal year 1960 
program for NATO modernization. Rather it considered this re- 
quirement in developing the fiscal 1961 program—and compressed 
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both within the $2 billion figure, so that difficult choices between 
undesirable alternatives had to be made in scaling down the program 
to permit any implementation of the urgent recommendations for 
advanced weapons in the NATO area. 

Everything which has been accomplished in strengthening the de- 
fense posture of the free world—and hence our own national secur- 
ity—depends upon our ability to help our allies maintain the forces 
made possible by previous military assistance and to provide for mini- 
mum force improvement projects. This will require annual appro- 
priations of at least $2 billion for the next several years. In the 
absence of a corresponding reduction in the Communist threat, no 
lower level of military assistance will support the global strategy of 
the United States, and enable us to maintain and modernize the 
weapons system represented by our allied forces. 

The specific details of the proposed program for fiscal 1961, and the 
accomplishments and commitments toward which the requested $2 bil- 
lion in new obligational authority will be applied is covered in detail 
in the presentation books. Subsequent testimony will elaborate on 
the detailed program for each country. However, in very general 
terms, roughly $600 million is required to meet such relatively fixed 
costs as construction, training, mutual weapons development, infra- 
structure, and supply operations. Slightly more than $600 million is 
for force maintenance, that is, provision of spare parts, training am- 
munition, attrition replacements and other maintenance of Allied 
forces, primarily in the less developed countries. The remaining $800 
million is planned to improve the retaliatory and deterrent capability 
of our NATO partners and other key allies. More than half of this 
amount is for missiles, electronics, and advanced aircraft. 


SUMMARY OF DEFENSE DEPARTMENT POSITION ON MILITARY ASSISTANCE 
PROGRAM 


By way of summary, I emphasize two essential facts. First, we 
are not proposing to increase the current rate of expenditures for mili- 
tary assistance. Quite the contrary, our expenditures for both 1960 
and 1961 will be $600 million a year less than the average of the pre- 
vious 4 years. The reduction in our undelivered program makes it 
absolutely essential to obtain new obligating authority at the $2 bil- 
lion level requested here, if we are to avoid a weakening of our posi- 
tion in the world amounting to a drastic strategic retreat. 

Second, the military assistance program is an integral part of our 
own defense. The Joint Chiefs make their strategic plans on the 
assumption that we can count upon the effective Allied contribution 
made possible by our military assistance. They have recently unani- 
mously reaffirmed that they would not want one dollar added to our 
own defense budget if that dollar had to come out of the military 
assistance program. As I noted at the beginning of this statement, 
the additional weapons system provided by military assistance, costs 
far less than any alternative means of increasing our own strength. 
It is the marginal increment which makes possible optimum use of 
the Allied expenditure in our systems of defense against communism. 

One of the major reasons that it is possible to obtain so much return 
is the comparatively low cost of maintaining Allied forces. The 
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countries making up these Allied forces have per capita incomes, with 
related standards of living, that are at a maximum only one-half that 
of the United States and for many countries about one-tenth that of 
the United States. 

Our military assistance, therefore, fills the gap between what our 
allies could do alone and what is needed to create a modern effective 
military machine. By providing this sine qua non, military assist- 
ance multiplies many times the dividends from our investment. 

Gentlemen, this concludes my prepared presentation on the military 
assistance program. In future testimony, you will be supplied spe- 
cific details on all aspects of the program, but I will be happy to 
answer any questions you may have at this time. 


HOW MILITARY ASSISTANCE EXPENDITURES AFFECT U.S. DOMESTIC BUDGET 
AND BALANCE OF PAYMENTS 


The Cuairman. Thank you very much, Mr. Irwin. I will ask you 
a few questions. I wonder if you would elaborate just briefly the 
points you make at the top of page 3 of your statement because this 
matter recurs in testimony from other witnesses. Just develop 
a little more clearly why it is that this expenditure for military assist- 
ance does not affect our balance of payments. 

Mr. Irwin. Mr. Chairman, the funds are spent in the United States 
for hardware and the hardware shipped abroad or the funds are spent 
in the United States for training at institutions in the United States. 

The Cuarmman. Then is it fair to say that the impact is on our 
domestic budget and has no real effect upon our balance of payments 
situation? Is it a confusion between budget and balance of pay- 
ments that causes this misapprehension ? 

Mr. Irwin. It may be, sir. 

The Cuamman. You say it may be. Can you tell me, if that is 
not so, why is it that time after time people say that this is what causes 
an adverse balance of payments? 

Mr. Irwin. Because they do not understand that we spend the 
money in the United States. It is an internal U.S. budget problem, 
and it does not get into the foreign exchange balance of payments ex- 
cept to the extent of about 10 percent. As I said in the last sentence 
of that same paragraph, because of past military assistance grants to 
countries, in many cases they buy equipment here, either extra parts 
or hew equipment, and to that degree we are contributing to a favor- 
able balance of payments. 

The Cuatrman. To the extent that they pay for supplies from the 
United States? 

Mr. Irwin. Yes, sir. 


COMPARATIVE U.S. AND ALLIED CONTRIBUTIONS TO NATO 


The CuatrMan. On the top of page 5 you say our percentage has 
dropped between 1953 and 1958 from 28 percent of NATO defense 
expenditures to 8 percent. That seems a rather dramatic drop for 
the amount which we bear. How do you arrive at that figure? 

Mr, Irwin. The total of defense expenditures for the European 
NATO countries last year was $13.6 billion, an increase of 11 percent 
over the $12.2 billion spent in 1958, and more than double the 1950 
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expenditures. Furthermore, the trend toward significantly increased 
defense expenditures is expected to continue. The Netherlands has 
made plans to increase its defense budget by 9 percent in 1961. The 
United Kingdom has announced a 7.6 percent increase. The Italian 
Government has already put into effect a 4 percent progressive annual 
increase for 5 years. The Belgian defense budget for 1960, which 
has just been submitted to Parliament, represents a 6 percent increase 
over 1959. Following the resolution of certain problems of training 
sites and types of equipment, German defense expenditures rose 
steeply by 68 percent from the 1958 level of $1.6 billion to $2.7 billion 
in 1959. 

England has been paying for its own equipment with the exception 
of that furnished in accordance with prior commitments, and Ger- 
many pays for its own equipment, whereas in the earlier days we were 
contributing to both countries. 

The Cuatrman. Is it fair to say that the absolute level of our con- 
tribution has remained approximately the same but the total amount 
devoted to NATO has increased sufficient to make that absolute amount 
only 8 percent of the total ? 

Mr. a in. I believe that is correct, sir. 

The Cuatrman. We have remained at about the same level. 

Mr. Irwin. Yes, sir; a small fluctuation up and down. I imagine 
there are small fluctuations but generally that is correct. 

The Cuarrman. We have been living on the accumulated appro- 
priations since 1953. 

Mr. Irwin. We have, sir. In order to maintain a steady delivery, 
we have used the so-called pipeline, and cut it from 8.5 billion down 
to roughly 2 billion. 


PERSONNEL ASSIGNED TO MILITARY ASSISTANCE PROGRAM 


The CnarrmMan. On page 9 you refer to recommendations that 
highly qualified, experienced personnel should be assigned to the pro- 
gram. Do you have any difficulty in finding these highly qualified 
and experienced personnel 

Mr. Irwin. No, sir. I think the services assign qualified people to 
the program. 

The Cuatrrman. You have no trouble in finding adequate numbers 
of these people? 

Mr. Irwin. No, sir. 

The CuarrMan. That is curious when you contrast your capacity 
to procure experienced people with that of the International Coop- 
eration Administration, your civilian counterpart. In the case of that 
agency we hear const ant criticisms of the lack of experienced and qual- 

ified personnel. But in your case you have all you need. How do you 
explain that? 

Mr. Irwin. I think we have capable manpower in the three services. 
I chink the services in the past few years have taken greater interest 
in the quality of the people going to the field in MAAG. We have 
established a Military Assistance Institute which trains roughly 1,000 
men a year, so that they go out with a much better knowledge of the 
program and some knowledge of the areas to which they are going. 
This did not exist previously. I believe it isa detention of factors. 
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I do not intend to say that we have a 100 percent result in all these 
cases. But I think we have an adequate supply of trained manpower 
for the field in which they are being assigned. I think there 1s an- 
other reason. They are being assigned in the profession of their 
choice and education. They are available and in the services whereas 
ICA has to recruit from civilian life, which is more difficult. 


COMPARATIVE COMPENSATION IN CIVILIAN AND MILITARY GOVERNMENT 
SERVICES 


The Cuarrman. Do you think it could be because the rate of pay 
and prestige is so much greater in the Armed Forces than it is in the 
civilian administration of our Government ? 

Mr. Irwin. I have never thought of that factor, sir, but that may 
be. 

The CuarrmMan. You have never noticed that factor. 

Mr. Irwin. If I were going to be in permanent Government service 
I would be happy to be in one of the services. 

The CuarrMan. But don’t you think the reason I have suggested 
probably accounts for the fact that you have available s supplies of 
qualified people while ICA has great difficulty in attracting such 
people ? 

Mr. Irwtn. Yes, sir; I think that would be a factor. 


TRAINING IN THE MILITARY ASSISTANCE INSTITUTE 


The Cuamman. You would agree that is a factor. Tell me about 
the Military Assistance Institute. Was that authorized directly by 
legislative action or was this an administrative action ? 

Mr. Irwin. That was an administrative action, sir. 

The Cuarrman. There was no authorization dir ectly by legislation ? 

Mr. Irwin. I believe not, sir. 

The Crarman. Would you describe the Institute very briefly? 
What does it consist of ? 

Mr. Irwin. The Military Assistance Institute is a school designed 
to train military personnel who are assigned to MAAG’s prior to 
their reporting to the MAAG’s. It has a course of a month, a 4 weeks 
course 10 times a year with approximately 100 in each course. It is 
located in the Arlington Towers near the Pentagon. It has a small 
permanent staff and also draws on guest lecturers. General Palmer 
has been working closely with the Institute and I would like to ask 
General Palmer if he has any remarks he may wish to add. 

The Curran. Certainly. Do you want to describe it for us, 
General ? 

General Paumer. I think that the Secretary has covered it quite 
adequately. Briefly, we are getting about 100 students for 4 weeks 
courses. It is a short course. The situ: ation, of course, that arose after 
a certain number of years of experience in getting run in on the mili- 
lary assistance programs was we found thi at we were sending people 
to the far corners of the earth and then when they got out there they 
had all the questions to ask and nobody to ask them of. It was ob- 
viously a much better thing to bring them i in here to Washington where 
they could have conferences and seminars, discussions and so on with 
not only all the military people that were concerned in this thing, but 
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also with all the State Department people, the ICA people, to get 
the whole background of what was going on. 

The first course was in September 1958. They are now on course 
No. 17. They have ivaramerd about 100 officers per course. This is 
not all of the officers that are going out in the field in the military 
assistance business, but it represents a very large proportion of them, 
All of the senior officers in particular are brought in to take this 
course, get oriented, visit around the different offices that are con- 
cerned with the program, and get some idea of what it is all about. 
This has led to a very marked improvement in the administrative 
operations in the field, the actual mechanics of these planning and 
programing operations and to fill the forms out so when they all 
come into Washington so they can be added up into one set of papers 
at the end. The Institute covers that sort of thing as well as the 
broad background of the thing. 

The Cuarrman. And these graduates are considered to be especially 
well qualified for the administration of the foreign military assist- 
ance program, is that correct ? 

General Parmer. That is what it is designed to do. They have all 
been selected and assigned to particular countries before they come in 
here for this course. 

The Cuatrman. I approve of this project. I did not know that it 
was a formalized Institute. What is the annual cost of the conduct of 
this Institute? 

Mr. Irwin. $362,000, subject to audit. 

The Cuarrman. That does not include overhead ? 

Mr. Irwin. That includes faculty and overhead, rent, materiel, 
services, fee, and travel. I might add as a comment about the 
Institute that prior to the establishment of the Institute the Com- 
mander-in-Chief, Pacific (CINCPAC) required all MAAG officers 
going to the Pacific to come through Hawaii and get a short briefing 
from CINCPAC officers. In view of the success that CINCPAC 
feels that the Military Assistance Institute has had in giving a prior 
briefing and training to these people, he has abandoned that request, 
and now the officers go directly from the MAAG Institute to their 
assignment in the field and generally are not required to stop in 
CINCPAC. 

The Cuairman. It sounds like a good idea to me. I think it isa 
very commendable purpose to try to teach these people something 
about the responsibilities of foreign administration. Senator Spark- 
man, do you have any questions? 


RELATIONSHIP BETWEEN DELIVERY FIGURES AND APPROPRIATIONS 


Senator Sparkman. Mr. Chairman, I think I shall ask just one 
question from page 11 of your statement, Mr. Secretary. I want you 
to clear up those figures for me if youcan. You say annual deliveries 
have averaged $2,300 million a year, annual appropriations $1,400 
million. Therefore, deliveries have exceeded, according to your fig- 
ures, appropriations by $900 million a year for 6 years. 

This totals $5,400 million in deliveries in excess of appropriations, 
and should equal the decrease in the undelivered balance as I see it. 
This balance, however, has decreased from $8.5 to $2 billion, or $6.5 
billion. What accounts for the difference in those figures? 
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Mr. Irwin. I am not able to reconcile them here, Senator Spark- 
man, but I would be happy to furnish that information if you wish. 

Senator SparkMAN. Would you furnish a statement on that? 

Mr. Irwin. I would prefer to furnish an answer to that for the 
record if I may, sir. 

Senator Sparkman. If you will I shall appreciate it. I think 
it would be helpful to the committee. 

Mr. Irwin. As you know, our capability of doing this has been be- 
cause of the large so-called pipeline that we have had since 1954-55. 

Senator SparKMAN. Yes, I recognized that. I have tried to account 
for that in the various figures I have given you here, but it still leaves 
a gap there that I can’t explain. 

r. Irwin. We will be happy to reconcile them, sir. 
(The material subsequently furnished for the record is as follows:) 


STATEMENT ON STATUS OF UNEXPENDED BALANCES 


The $8,500 million represents the unexpended balance brought forward into 
fiseal year 1954 MAP accounts as of July 1, 1953. The expenditures (deliveries) 
for the 6-year period, fiscal years 1955-60, exceeded appropriations available 
for the same period by an average of $900 million per year, totaling $5,400 mil- 
lion. The $6,500 million reduction in the unexpended balance from $8,500 mil- 
lion to $2,079 million takes into consideration the fiscal year 1954 transactions. 

The reconciliation is as follows: 


[In millions] 


Unexpended balance (undelivered balance) July 1, 1953_______ $8, 462 
Gross appropriation fiscal year 1954_.___.___.__-____...-._... $3, 230 
Adjustments (less transfers to other mutual security appropria- 
tions and returns to Treasury plus reimbursements) _—_~-_-__ —330 
oni | IDOI aN ons a to Bl 2, 900 
Total funds available, fiscal year 1954________________ 11, 362 
DOR DORGIGULOR RECRL YORL 100s aan conn nensceskedsesnewndeweaaaue 3, 629 
Unexpended balance (undelivered balance) July 1, 1954_____-_~__ 7, 733 
Gross appropriations fiscal years 1955-60_...._______-_______ $8, 447 
Adjustments (less transfers to other mutual security appropria- 
tions and return to Treasury plus reimbursements) ~.....__- —439 
FICE SECIS TALON ag Lic tes ldo tcg nde sichien bebsincupeeehe mie 8, 008 
an rR SOE oe cea eenerean ane 15, 741 
[ess expenditures fiscal years 1955-60__..........._..__-_-__-________ 13, 662 
Unexpended balance (undelivered balance) _......-._-_-_-_-____ 2, 079 


Senator Sparkman. Thank you, Mr. Chairman. 
The Cuarrman. Senator Hickenlooper? 


PUBLIC REACTION TO CRITICISMS OF MILITARY ASSISTANCE PROGRAM 


Senator Hickentoorer. Mr. Secretary, part of the success of the 
military assistance program is public acceptance. We have heard re- 
peatedly over the last several years very serious official and unofficial 
triticism of profligate waste, duplication of shipments, and all manner 
of things in the military services, especially our foreign branches. 
What comment do you make on that? These unfavorable comments 


have been not only unofficial, but there have been official criticisms 
as well. 
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Mr. Irwin. Many of the criticisms of the program in the past have 
heen entirely justified, and I am sure that m: iny of the criticisms that 
are made now and will be made in the next few years will be entirely 
justified. I think the answer is that we have been striving steadily 
to increase the efficiency of our management, and | believe that we 
have succeeded. 

As we know, the pipeline has been cut, and we believe that the man- 
agement has improved, and so I think we have moved to a period 
where we have a program that is in good order. It is well managed, 
and I think the remaining point to get across to the American public 
is the need. The need is for our own national defense. It is a part 
of the Joint Chiefs’ planning. We must convey the principle of 
military assistance to the American public, which somehow we have 
not been able to do. The American public is aware of criticisms, 
sometimes justified and sometimes unjustified. Somehow we have 
not been able to counteract that by making them aware that this is 
part of our national defense. 


DISCIPLINARY ACTION FOR MISTAKES IN PROGRAM 


Senator Hitcken.oorer. I would want to disagree to some extent. 
I think the American public has accepted quite thoroughly the neces- 
sity for military assistance abroad as part of our overall military pro- 
gram. I think that has been in great measure sold to the American 
public. But the public becomes restless when we see repeated 
accusations of what is often interpreted as just inexcusable and 
profligate irresponsibility in administering these programs. For in- 
stance, we read in the paper—I think it was yesterday—that some 
group overseas ordered 300 units of something and they were shipped 
3,000 units. That may or may not be true; I don't know. It wasa 
ee story. But what disciplinary action is taken in the mili- 

tary forces against such a lapse? Do you just give them a rap on the 

wrist and say, “It only cost us $20 million to m: iake this mists ake, now 
please don’t do it again.” Do you take disciplinary action against 
these people who are basically responsible for such mistakes that go 
on in Japan, Korea, and all the rest of these places? 

Mr. Irwin. Sir, the particular example you mentioned is not part of 
the military assistance program. In the service administration of 
the military assistance program there has never been a case of personal 
dishonesty on the part of U.S. service personnel. 

Senator Hicken Looper. I am not talking of personal dishonesty. 
I am referring to irresponsibility rather than dishonesty. 

Mr. Irwin. Our checks and balances have been improving over the 
past few years. Of course, we have the command channel within the 
services. There has been established an audit system within the De- 
partment of Defense that is run by the Assistant Secretary of De- 
fense, Comptroller. He makes use of the comptroller mechanisms in 
the three services. The GAO, of course, keeps a very close watch on 
it. Under the new law that has been enacted, the Comptroller Gen- 
eral in the State Department in the Mutual Security Coordinator's 


Office will be doing it. We in ISA have established an evaluation 
office. We believe we have made great improvements, Senator, 
in the management of the program. There is a classified message that 
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would show that even the GAO has been complimentary as to the 
improvement in particular countries where we have had problems i in 
the past. But as to the disciplinary actions, perhaps I would like to 
ask General Lemnitzer to speak on that. 

Senator Hicken.oorrr. I merely raise that question at this time, 
because I know of no disciplinary actions that have been taken so far 
on any officers or administrators of these programs who have either 
permitted or through negligence have perpetrated many of these 
wasteful practices. 

General Lemnirzer. Senator, I think I should mention that the 
manner of programing equipment ire the same procedures that 
apply in our own armed services. I do believe that many of the 
criticisms in the past stemmed from the fact that we were dealing in 
many cases with allied armed forces of countries that did not have 
the training and experience in handling equipment of this kind and 
in the maintenance thereof. Insofar as our own services are con- 
cerned, I don’t know what the spec ific allegations were that you re- 
ferred to, but the same action, if it happened—and I don’t know of 
an instance personally—would be taken as if a shipment to one of our 
own forces overseas was handled improperly. 


BLACK-MARKET OPERATIONS IN RECIPIENT COUNTRIES 


Senator Hickentoorrer. I happen to have a stack of reports on my 
desk that call attention to these operations, some large and some 
small, all over the world. I have seen examples myself in many 
cases of the repeated and continuous black-market operations in Korea 
and various other places with American military equipment. Per- 
haps the most glaring example that we have concerns tires and 
things of that kind that just seem to funnel through an endless pipe- 
line into the black market there and so on. 

General Lemnrrzer. I think _ here is a case again of going into 
a country which initially had a relatively untrained force, one that 
has now been trained by American logisticians and is doing infinitely 
better than when we originally started the military aid program. 
I would be the last to contradict your statement that a considerable 
amount of equipment has, in the early days, gotten into the black 
market, but there has been some dramatic and drastic action taken in 
the Korean armed forces in recent years and particularly under the 
leadership of the present chief of staff of the Republic of Korea Army. 
A considerable number of officers have been relieved of their com- 
mands in Korea for this very reason, for not properly supervising 
the logistical aspects of the program. The program today is infinitely 
better administered in the Republic of Korea armed forces than it 
was in the past. 

Senator Hickenioorer. The point I am making is that we are ex- 
pected to support this program and we do support the program, but 
periodically these startling charges—many of which, as I say, are 
from official agencies—crop up. I hope that some efficient device can 
be produced that will effec tively stop this. 

Mr. Irwin. Sir, as I say, we have increased the devices over the 
years to try to control this, and we will continue to do so. On spe- 
cifie incidents, sometimes there is justified criticism and sometimes 
the criticism or the stories in the press are inaccurate and unfounded. 

58356—60-——8 
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We would be happy to give the facts on any article or incident that 
comes to your attention, sir. We would be very happy to, in fact we 
would appreciate the opportunity of explaining all the facts about it. 
Senator Hickentoorer. Thank you very much. 
The Cuarrman. Senator Gore? 


PRIORITY OF MILITARY ASSISTANCE PROGRAM IN TOTAL DEFENSE BUDGET 


Senator Gore. Mr. Secretary, are you aware of the fact that there 
was added to the Mutual Security Act last year upon the recommenda- 
tion of this committee the following sentence: 

Programs of military assistance subsequent to the fiscal year 1960 program 
shall be budgeted so as to come into competition for financial support with 
other activities and programs of the Department of Defense. 

Mr. Irwin. Yes, sir. 

Senator Gorr. What is the meaning of that sentence in your 
opinion ? 

Mr. Irwrn. I believe that means that the military assistance pro- 
gram should be considered from its inception through its conclusion 
in competition with the overall defense requirements, and I believe 
it is so considered. The Joint Chiefs of Staff treat it as part of their 
planning. The personnel available in foreign forces may have an 
influence on how the Joint Chiefs would determine their own plans, 
The program is known at all levels of Defense. Budget people in 
Defense are aware of the program, as well as they are aware of their 
own budget. The Chiefs are, the unified commanders are. There- 
fore, I believe it is fair to say that it is considered in conjunction with 
the Department of Defense planning. I would like to ask General 
Lemnitzer to comment on that. 

Senator Gore. I would like to pursue the question with you a bit 
further. 

General Lemnirzer. The military planning, Senator Gore 

Senator Gore. I beg your pardon, I want to pursue the question 
with the Secretary. Is this the responsibility of the Chiefs of Staff 
or is it the responsibility of the President and the Secretary of 
Defense ? 

Mr. Irwin. It is the responsibility of the Secretary of Defense, sir, 
through the President of course, and the Secretary of State. 

Senator Gore. Now, General Lemnitzer? 

General Lemnirzer. It was pointed out in the President’s message, 
in submitting the Mutual Security Program to the Congress that— 





The amount requested for military assistance within the Defense budget is in 
my considered judgment, and in that of the Joint Chiefs of Staff, a need for 
our defense equally compelling and of equal importance with the needs of our 
own services provided for elsewhere in the Defense budget. 

In the military planning that goes into both our defense, our own 
defense programs and the military planning that goes into the Mutual 
Security Program, the military assistance program is thoroughly co- 
ordinated within the Joint Chiefs of Staff. Ina unified commander's 
area where the first phases of the military planning take place, the 
planning is carefully related to the contingency plans that we make 
for a given area. The use of the forces which we support under 
the military assistance program is carefully considered and coordi- 
nated by the Joint Chiefs of Staff. 
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QUESTIONABLE MILITARY VALUE OF CERTAIN PROGRAMED EQUIPMENT 


Senator Gore. Mr. Secretary, for an example, without iden- 
tifying either country, I cite the fact that for one very small country 
there is budgeted some jet fighter planes. For another very small 
country there is a submarine chaser. The military value of either 
would appear to me highly questionable. Just how do you go about 
determining the contribution to our defense strength of the jet fighter 
squadron or subchaser used either by our own forces in the Pacific 
or the Mediterranean—that is by a power competent to fly and 
maintain such a squadron or submarine chaser—as compared to giving 
either one to small countries whose ability to fly or maintain either 
is highly questionable ? 

Mr. Irwin. Sir, the mutual security law is designed to promote 
the foreign policy of the United States. And it provides that the 
Secretary of State will determine whether or not a country has : 
program and the value of the particular country program. 

ow many of these programs, in fact all of the programs are a 
mixture of political and military factors, economic factors too. In 
some cases the military factor is predominant. In other cases the 

litical factor has the greater weight. There are also countries 
in which we have bases and where it may be important from that 

int of view that we render assistance. The country which you 
speak of falls into that category of countries where, I would say, 
factors other than the strictly military are predominant. 

Senator Gore. Do I correctly understand you then that political 
and foreign policy considerations and objectives have predominated 
in the two instances to which I refer? 

Mr. Irwin. With the possible addition of military bases being in 
a country concerned. I am not sure which other country it is to 
which you are referring. 

Senator Gore. With respect to one that would not be true. With 
respect to the other it probably would. 

Mr. Irwin. Yes,sir. Well, that would be my belief, sir. 


POSSIBLE CONTRADICTIONS IN LANGUAGE OF LAW ON MILITARY ASSISTANCE 


Senator Gore. Then the question returns to the provision of the law 
with direct and specific reference to military assistance. Is this in 
contravention of the provision of the law to which you have just 
referred ? 

Mr. Irwin. No, sir, I would not think so. 

Senator Gore. Mr. Secretary, may I point out that you have just 
said that in these particular instances political and foreign policy 
considerations were predominant. Now I ask you to explain how 
you measured such military assistance with the provision of the law, 
which requires it to be budgeted so as to come into competition for 
financial support “with other activities and programs of the Depart- 
ment of Defense.” I think you interpreted that to mean that the 
contribution to the military security of the country and the free world 
must be measured. 

Mr. Forman. My name is Benjamin Forman, Assistant General 
Counsel for International Affairs. The language to which you have 
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reference about budgeting was as I recall introduced by Senator 
Mansfield last year. 

Senator Gore. It is part of the law. 

Mr. Forman. Yes, I merely wish to point out that Senator Mans. 
field introduced that language. At the same time he also introduced 
an amendment which was adopted to modify section 523(c) to pro- 
vide that the Secretary of State “shall be responsible for the con- 
tinous supervision pees general direction of the program.” These 
two provisions on their face are slightly inconsistent. 

However, the conference committee report with respect to the 
language on budgeting expressly states that that language is not to 
be read as precluding the President from taking into account politica] 
considerations. The original language adopted by this committee 
said direct competition. The word “direct” was taken out in con- 
ference for the express purpose of making it clear that, in budgeting, 
the executive branch was still to follow the general statement of 
policy in the act that what is done should promote foreign policy. 

Senator Gore. So upon advice of counsel | take it, Mr. See retary, 
you would say that the two provisions are to some extent in 
contradiction ? 


SUPPORT OF FOREIGN POLICY OBJECTIVES BY DEFENSE DEPARTMENT 


Mr. Irwin. Except to the degree they have been interpreted, sir, 
I would like to add one point that does not bear directly on the 
specific legal question you were asking, sir. In some of the countries 
that I am sure you could refer to, the value of the program, even 
though it may not be direct military value, is of great interest to the 
Defense Department and to the military. 

Perhaps because of their strategic location, because of the nature 
of their government, because of an effort to create governments 
friendly to the United States so that an area which is an important 
strategic area in the world will be in the hands of governments 
friendly to our cause. So in many of these cases though there may 
be a predominant foreign policy factor associated with it, the De- 
fense Department w ould support it fully. 


PROCEDURAL CHANGES MADE BY DEFENSE DEPARTMENT TO COMPLY WITH 
SECTION 103 (a) 


Senator Gore. Did the General Counsel of the Department of De- 
fense supply an opinion as to what the budget competition provision 
of section 103(a) required in the way of changes in procedures ? 

Mr. Irwin. We will be glad to try to furnish a clarific ation, sir. 

(The information referred to is as follows :) 


STATEMENT ON IMPLEMENTATION OF THE SECOND SENTENCE OF SECTION 103(a) 


The second sentence of section 103(a) of the Mutual Security Act of 1954, 
as amended, provides that “Programs of military assistance subsequent to the 
fiscal year 1960 program shall be budgeted so as to come into competition for 
financial support with other activities and programs of the Department of 
Defense.” 

As originally adopted by the Senate during its consideration of S. 1451, 86th 
Congress, which became the Mutual Security Act of 1959, this provision required 
that military assistance programs shall be budgeted in “direc t competition.” As 
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explained by the report of the Committee on Foreign Relations (S. Rept. 412, 
86th Cong., Ist sess., p. 10), this language was “designed to insure that the 
budget process itself will approach military assistance and domestic defense 
funds as parts of a single program. The last dollar spent on either military 
assistance or domestic defense should buy as much as the last dollar spent on 
the other.” 

The committee of conference accepted the Senate’s amendment but omitted 
the word “direct.” As explained in the conference report (H. Rept. 695, 86th 
Cong., Ist sess., p. 18): “The House conferees accepted this provision in the 
belief that military assistance should be subjected to rigid scrutiny by military 
officers responsible for our own defense. It was the understanding of the 
managers on the part of the House, however, that acceptance of this provision 
does not indicate that only military factors should be taken into consideration 
in budgeting for military assistance or that political factors should be ignored.” 

In substantial part, the amendment as finally approved reflected the views 
of the executive branch. These views were presented both to the Committee 
on Foreign Relations and to the conference committee during their respective 
markups of the pending bill. In its pos tion papers, the executive branch first 
pointed out that, in its view, the amendment was unnecessary since it proposed 
a competition which already existed in fact. It was noted that, in the develop- 
ment of the President’s budget, each program must be evaluated in its relation- 
ship to all other programs of the U.S. Government. Specifically, it was pointed 
out that since the major portion of the military assistance funds are used as 
reimbursements to regular Department of Defense accounts, the decision on the 
military assistance program budget level is closely tied to the :egular Depart- 
ment of Defense budget. Second, the executive branch position paper called 
attention to the fact that the Senate version of the amendment carried the clear 
implication that only military factors should be taken into consideration in 
budgeting for military assistance and that political factors should be ignored. 
The executive branch pointed out that this implication was directly inconsistent 
with the act’s statement of policy and with the amendments concurrently adopted 
by both the House and the Senate to section 523 to assure that political 
considerations are taken into account at the appropriate level. Stated otherwise, 
the executive branch could not on the one hand comply with the admonition 
on page 10 of the Senate report that military assistance and domestic defense 
funds were to be budgeted as parts of a single program, and, on the other hand, 
implement the statements on page 36 of the Senate report, in explanation of 
the amendments made by the Senate to section 523, which enjoined the executive 
branch to administer the Mutual Security Program in its separate parts and in 
its totality as a tool of American foreign policy directed by the officials respon- 
sible for American foreign policy. 

In the light of the action taken by the conference committee against this 
background, the Office of the General Counsel ex} ressed the opinion, in a memo- 
randum dated July 27, 1959, that the adoption of the amendment to section 1038 
(a) effects no change in current procedures. 

Subsequently, however, some changes in budgeting procedures were, in fact, 
made as a consequence of the President’s decision to nclude the military assist- 
ance program within the Department of Defense military functions chapter of 
the 1961 budget. These changes are discussed in the letter to Senator Fulbright 
‘ated March 10, 1960, from the Director of the Bureau of the Budget, and the 
enclosures thereto, which have been inserted elsewhere in the record. As the 
letter points out, there are many program arrangements in which the Department 
of Defense has weighed the advantages of providing equipment to our own forees 
and to those of our allies. It is important to emphasize that the military assist- 
ance budget is reviewed and determined in the Department of Defense by the 
very same officials who review and determine the budget for the regular military 
functions of the Department of Defense—the unified commanders, the Joint 
Chiefs of Staff, the Office of the Assistant Secretary of Defense/Comptroller, 
and the Secretary of Defense. 


Senator Gore. You do not have it now? These clarifications later 
seem never to have much effect. 
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Mr. Irwin. Budget Director Stans has written a letter to Senator 
Fulbright over date of March 10 on this particular question, on the 
particular amendment that you are speaking of. 

Senator Gore. I am aware of that letter. It seems to indicate that 
very little attention has been paid to this provision. Is that also 


the opinion of the Department ? 
Mr. Irwin. No, sir. I think that we felt that our procedures were 


in conformance with the amendment. 

Senator Gorr. Now I have asked you if the General Counsel sug- 
gested any change in procedure and you do not have that information 
just now. Were there any changes in procedure whether on advice 


of General Counsel or not ? 

Mr. Irwin. Not that I know of, Senator Gore. 

Senator Gore. Thank you, Mr. Chairman. 

The Cuarman. I will ask the reporter to insert in the record at 
this point the exchange of letters regarding this point as well as 
my statement on the correspondence. 

(The material referred to follows :) 


STATEMENT BY SENATOR FULBRIGHT AND EXCHANGE OF CORRESPONDENCE (AND 
ATTACHMENTS) WITH BUREAU OF THE BUDGET CONCERNING IMPLEMENTATION 
OF SECOND SENTENCE OF SECTION 103(a) 


For the information of the committee I should state that on January 29, 1960, 
I wrote to the Director of the Bureau of the Budget and asked him to tell me 
what the administration did in compliance with the new sentence inserted in 
the Mutual Security Act last year calling for the budgeting of military assist- 
ance so that there would be competition for financial support between military 
assistance and other programs in the Department of Defense. 

On March 10 I received a letter from the Director of the Bureau of the Budget 
with several attachments. The material is rather technical but what it adds 
up to is a rather frank admission that the executive branch has done practi- 
cally nothing to implement the new requirement of the law. I imagine that we 
shall go into this subject further but as a foundation I shall put this exchange 
of correspondence into the record. 


JANUARY 29, 1960, 
Hon. MAvuRIcE H. STANs, 
Director, 
Bureau of the Budget, 
Washington, D.C. 

Dear Mr. Stans: I refer to the following sentence contained in section 103 of 
the Mutual Security Act of 1954, as amended, which was added to that act by 
the Mutual Security Act of 1959: “Programs of military assistance subsequent 
to the fiscal year 1960 program shall be budgeted so as to come into competition 
for financial support with other activities and programs of the Department of 
Defense.” 

There seems to be nothing in the budget document for fiscal year 1961 or the 
President’s budget message to indicate that any action was taken to carry out 
this new requirement. 

Please send me a detailed description of the method of preparing the fiscal 
year 1960 military assistance budget and program and the method of preparing 
the same for the fiscal year 1961. I am interested in knowing the names of the 
principal officers who participated in each case and their functions. I should 
also like to have copies of all budgeting instructions with respect to military 
assistance programs issued by the Bureau of the Budget, the Department of 
Defense and the Department of State since the enactment of the new sentence of 
section 103 quoted above. 

Very truly yours, 
J. W. FuLsrient, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., March 10, 1960. 
Hon. J. W. FULBRIGHT, 
U.S. Senate, 
Washington, D.C. 

My Dear SENATOR FULBRIGHT: You have recently inquired about the method of 
preparing the fiscal year 1961 budget, especially with respect to the new require- 
ment in section 103 of the Mutual Security Act of 1954, as amended, for budget- 
ing military assistance funds in competition with those of the Department of 
Defense. 

In his 1961 budget, the President has shown military assistance as one of sev- 
eral programs within the budget chapter, “Department of Defense, Military.” 
Further, an illustrative breakdown of the kinds of equipment to be ordered by 
the military assistance program was included for the first time in the activity 
schedule for fiscal year 1961. 

There are, of course, many program areas in which the Department of Defense 
has weighed the advantages of providing equipment to our own forces and to 
those of our allies. For example, IRBM squadrons must be located within a 
limited distance from possible targets to be effective and it is, therefore, impor- 
tant to United States security that our allies be supplied this equipment. In 
the case of all new missiles there is a continuing problem of deciding the best 
destination for each missile system as it is produced. In addition to the plan- 
ning for forces and equipment levels of U.S. and allied troops the budget esti- 
mates of reimbursements from military assistance program to the service ac- 
counts are made in terms of the priority of delivery between the various units 
of U.S. and foreign forces. Before the President decides the levels of his defense 
and military assistance budgets, the probiems are discussed among his top 
advisers and in the National Security Council. 

As you know, there are limitations to the extent the funding of the military 
assistance program should be governed by a matching of purely military require- 
ments and resources. In carrying out the intent of the Mutual Security Act 
that military assistance must be programed and budgeted in such a way as 
best to serve American foreign policy, the President is obligated to coordinate 
the military assistance program with other mutual security programs. Spe- 
cifically, the establishment of a Mutual Security Coordinator and the require- 
ment in section 523 of the act that the Secretary of State establish the value of 
military assistance for each country have resulted in an effective review and 
coordination of military assistance budget proposals preliminary to submission 
of final recommendations to the President. 

There has been, even before enactment of the new provision for competitive 
budgeting of military assistance, a continuing effort to design the budget in 
such a way as to enable the Congress more readily to relate military assistance 
NOA and expenditure to that of other defense activities. For example, in the 
1961 budget, as in the past budget, military assistance reimbursements by mili- 
tary service account have been shown for past and current years. It is hoped 
that in future budgets it will be possible to show these reimbursements for 
all years. 

For your further information, I am enclosing a pertinent excerpt from the 
President’s budget message, the major items of construction and correspondence 
concerning competitive budgeting of military assistance programs, and a résumé 
of the sequence of actions taken in preparing the 1960 and 1961 budgets. 

The principal officials who have participated in developing current budget 
proposals include the Mutual Security Coordinator, Mr. Dillon, the Secretary 
of Defense, the Assistant Secretary of Defense for International Security Af- 
fairs, Mr. Irwin, and, of course, myself, together with our staffs. 

Sincerely yours, 
Maurice H. Srans, Director. 


PROCEDURES FOR PREPARING 1960 BUDGET 


1. December 1957—February 1958.—Military, political, and economic guidance 
prepared for 1960 budget by Assistant Secretary of Defense (ISA) in collabora- 
tion with Joint Chiefs of Staff and Department of State (Mutual Security 
Coordinator). Guidance included strategic force goals which were developed 
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by Joint Chiefs of Staff and which take into account projected U.S. force 
deployment; also indicated force units not eligible for MAP support after 
taking into account country capabilities. Guidance and instructions for develop- 
ment of requirements data transmitted to MAAG’s via Unified Commands. 

2. March 1958-May 1958.--Military priorities of accomplishment provided 
MAAG’s by Unified Commands taking into account U.S. strategie plans and 
deployment of U.S. forces. Requirements data developed by MAAG’s; screened 
by Unified Commands to validate deficiencies, priorities and time phasing, 

3. June 1958-August 1958—Field requirements data refined by military de. 
partments and fiscal year 1959 program assets applied. Requirements data 
and country team assessments of military, political, and economic situation 
analyzed by ISA. Programing instructions to military departments prepared 
by ISA in collaboration with Department of State and Joint Chiefs of Staff. 

4. September—October 1958.—Proposed fiscal year 1960 program prepared by 
military departments taking into account ISA instructions, procurement sched- 
ules, and availability of equipment. DOD review of fiscal year 1960 program 
for conformity with guidance, leadtime criteria, availability of excess, and 
allocation of limited availability items between MAP and U.S. service require 
ments. Submission of adjusted program to Mutual Security Coordinator. Re 
view by Coordinator to insure alinement with foreign policy requirements and 
estimates of defense support requirements. 

5. November—December 1958.—Submission of 1960 budget to Bureau of the 
Budget. Hearings with Bureau representatives and White House discussion 
leading to final congressional submission. Executive branch consideration 
results in final top level review of (1) interrelationships of military assistance 
programs and other military requirements; (2) Federal fiscal availabilities 
in relation to military assistance programs and other Federal program 
requirements. 


PROCEDURES FOR PREPARING 1961 BUDGET 


Preparation of the fiscal year 1961 program began in December 1958. Basic- 
ally, the procedures involved were the same as those for the 1960 program. The 
Draper Committee recommendations and enactment of competitive budgeting and 
other new provisions of the Mutual Security Act of 1959 came in the summer of 
1959. By this time, fiscal year 1961 requirements data had been prepared by the 
field and were being refined in Washington. In August, the initial step to carry 
out recommendations for dollar guidelines and decentralized programing was 
made by directing the military departments to insure maximum participation of 
Unified Commands in developing the 1961 program. Dollar guidelines for each 
Unified Command were prescribed by ISA after consultation with the Joint 
Chiefs of Staff. A start at competitive budgeting was made under Bureau of the 
Rudget instructions to place military assistance programs within the Department 
of Defense budget and to change the budget display to more readily show the im- 
pact of military assistance programs upon military service accounts and the dis- 
tribution of program by types of military equipment. 


JANUARY 18, 1960. 

Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, 
Washington, D.C. 

My Dear Mr. CuarrMaAn: In accordance with our usual practice, I am writing 
to summarize for you and the Committee on Appropriations the significant tech- 
nical changes in the budget for 1961 as compared with the budget submitted 4 


year ago. 
CHANGES IN FORMAT AND ARRANGEMENT 


We have shortened the tables on unexpended balances which appear in the 
various chapters of part II. The tables this year continue to list all the ac 
counts with unobligated balances carried forward, but include other accounts 
only where the size of the obligated balances carried forward is significant. The 
split of 1961 estimated expenditures between those coming from 1961 new obliga 
tional authority and those coming from balances has been moved to the preced- 
ing table which summarizes budget authorizations and expenditures within each 


chapter. 
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Five of the special analyses formerly printed in part IV of the budget are being 
published separately, and we will be glad to supply the committee with such 
copies as it may need : 

Federal credit program (available January 27). 

Federal activities in public works and other construction (available now). 

Federal aid to State and local governments (available January 27). 

Federal research and development programs (available now). 

Principal Federal statistical programs (available January 27). 

The analysis on Federal hospitals and medical care programs has not been 
compiled this year, in view of the apparent limited interest in its contents. 

The 1961 budget continues the adoption of cost-type budgeting which has been 
taking place for a period of years. In this budget about 56 percent of the appro- 
priation accounts for the executive branch are budgeted on this basis. 

Budgets for two phases of the mutual security program have been moved be- 
tween chapters. The military assistance budget formerly in the chapter for funds 
appropriated to the President is now set forth in the chapter for Department 
of Defense—Military, thus providing the basis for the consideration of the inter- 
relationship of these important segments of our national security program. The 
appropriation for administrative expenses of the Department of State in con- 
nection with the mutual security program, formerly appearing in the State De- 
partment chapter, has been moved to the chapter on funds appropriated to the 
President, thus facilitating its consideration in relationship to the appropria- 
tions which it primarily supports. 


RENEWAL AND EXTENSION OF LEGISLATION 


In past budgets proposed appropriations which were dependent on the renewal 
and extension of existing legislation to provide authorization therefor were 
treated like those estimated for new program legislation. Only lump-sum fore- 
easts of amounts required for such renewals and extensions were shown in past 
budgets. The detailed estimates were omitted from the budgets and trans- 
mitted later as supplemental estimates. These omissions made the budget 
a less complete document, and delayed and complicated the presentation of the 
appropriation requests for the items concerned to the Congress. The recent 
growth in the number of cases where authorizing legislation is required annu- 
ally has caused this to become a significant problem. 

As a measure to meet this problem proposed appropriations (language and 
schedules) are being transmitted in the 1961 budget document for the accounts 
listed below where renewal or extension of authorizing legislation is being recom- 
mended. This not only makes the document more complete but will allow com- 
mittee consideration of the proposed appropriations at the earliest time. 


Funds appropriated to the President: 
Mutual security : 
Economic assistance. [Notr.—On two of these accounts, legislation is 
not required. ] 
Contingencies. 
Independent offices : 
Atomic Energy Commission: Plant acquisition and construction. 
National Aeronautics and Space Administration : 
Salaries and expenses. 
Research and development. 
Construction and equipment. 
Housing and Home Finance Agency : 
Operations, public facility loans. 
Payment to special assistance functions fund. 
Department of Commerce: 
Bureau of Foreign Commerce: Export control. 
Department of Defense—Military : 
Military construction, Army. 
Military construction, Navy. 
Military construction, Air Force. 
Military construction, Army Reserve. 
Military construction, Naval Reserve. 
Military construction, Air Force Reserve. 
Military construction, Army National Guard. 
Military construction, Air National Guard. 
Military construction, Navy (special foreign currency program). 
Military construction, Air Force (special foreign currency program). 
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Department of State: Acquisition, operation and maintenance of buildings 
abroad. [Nore.—Legislation is required only for part of this account.] 


In the case of the mutual security program, it has not been practicable to pre. 
sent the detail of personal services at this time, but the data will be supplied in 
the justification made for the committee. It should also be noted that for all 
the programs listed the detailed figures printed in the budget may be subject 
to modification when the legislation is enacted. 


FOREIGN CURRENCY APPROPRIATIONS 


As explained in the budget message of the President, the budget contains pro- 
posed special dollar appropriations to control the availability for U.S. Govern- 
ment uses of foreign currencies received from the sale of surplus agricultural] 
commodities. We are submitting a separate report outlining more specifically 
this plan for improving budgetary control of these currencies by both the execu. 
tive and legislative branches. However, it should be noted here that the appro- 
priation proposed for the Commodity Credit Corporation, to cover losses under 
the Agricultural Trade Development and Assistance Act, as amended, has been 
reduced by the amount of the proposed special foreign currency program appro- 
priations in recognition of the reimbursements which CCC will receive from 
these appropriations. Thus, the overall appropriation requirements are not 
changed as a result of these special foreign currency program appropriations. 

In order to avoid a dual system of budgeting and accounting for the currencies, 
the appropriation language for the special appropriations would bring within the 
appropriation system as of June 30, 1960, the unexpended balances of most 
foreign currencies allocations made prior to that time for U.S. agency uses, 
These would be accounted for as supplemental appropriations for the fiscal year 
1960. 

ACCRUED EXPENDITURE LIMITATIONS 


As contemplated by Public Law 85-759, the budget proposes limitations on 
annual accrued expenditures in 12 accounts, as follows: 


Independent offices : 
Atomic Energy Commission: Operating expenses. 
National Capital Planning Commission: Land acquisition, National Capital 
Park, Parkway, and Playground System. 
Veterans’ Administration: Construction of hospital and domiciliary facili- 
ties. 
General Services Administration : 
Repair and improvement, federally-owned buildings. 
Construction and acquisition of public buildings. 
Department of Agriculture: Soil Conservation Service: Watershed protection. 
Department of Defense—Civil : 
Operating expenses, Canal Zone Government. 
Capital outlay, Canal Zone Government. 
Department of the Interior: Bureau of Indian Affairs: Construction. 
Department of Justice: Federal Prison System: Buildings and facilities. 
Department of the Treasury : 
Coast Guard: 
Operating expenses. 
Acquisition, construction, and improvements. 


In each of these cases, the agency has had substantial experience with ac 
crual accounting, and we believe that it is capable of controlling accrued expendi- 
tures as proposed. However, in view of the fact that no agencies have had 
experience with statutory limitations on such expenditures, some of the pro 
posed limitations have been designed to provide flexibility, either by establishing 
the limitations in amounts which are slightly higher than the estimates of 
accrued expenditures, or by providing transfer authority between two limita- 
tions of the same agency. 


PERSON NEL-RELATED COSTS 


The recommended appropriations for 1961 include increases where necessary 
to cover the net cost of within-grade salary advancements expected to be made 
during the year, but no increases have been allowed for the upgrading of posi- 
tions except those which have already taken place. 
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The initiation of the new program of health insurance for employees and their 
families, which will be effective at the beginning of the new fiscal year, has 
caused an additional financial requirement for every account which pays 
salaries and wages. As in the case of the established program with respect to 
employee life insurance, the Government’s contribution for health insurance is 
included in the schedules as a part of object class 07—-Other contractual services. 
Because there is one less compensable day in fiscal year 1961 than in fiscal year 
1960 for most Government employees, a part of the increased costs relating to 
personnel has generally been absorbed in the estimates. 


PUBLIC BUILDINGS 


A decision of the Comptroller General of May 13, 1959 (B-—138598), cast con- 
siderable doubt upon a practice of long standing whereby agencies paid the 
General Services Administration for alterations and improvements to buildings, 
in those cases where the work concerned has not been authorized specifically 
in accordance with section 3733 of the Revised Statutes (41 U.S.C.12). There 
are many cases where such work is performed to meet the particular needs of a 
tenant agency in a GSA operated building. New GSA regulations following the 
decision were issued only on December 2, 1959. In view of the limited time 
available for study of the matter, the budget contains a proposed general pro- 
yision in the GSA chapter, which we recommend as an interim measure, to per- 
mit continuance, for one more fiscal year, of the present reimbursement prac- 
tices with respect to these alterations and improvements. We expect to make a 
further review of the problem before the preparation of the next budget. 

Sincerely yours, 
Maurice H. Stans, Director. 


ExceRPT FROM THE PRESIDEN'T’S BUDGET MESSAGE, JANUARY 18, 1960 


A committee of distinguished private citizens, the President’s Committee to 
Study the U.S. Military Assistance Program, conducted an extensive and com- 
prehensive analysis of the mutual security program during the last year. I have 
previously transmitted the reports of the Committee to the Congress. Many 
of the significant findings and recommendations of this group have been put into 
effect by the executive agencies; others are in the process of implementation. 
The military assistance program has been budgeted in 1961 with other activi- 
ties and programs of the Department of Defense, and major changes are being 
made in the management, organization, and programing of military assistance. 


O”soBER 19, 1959. 
The Honorable The SECRETARY OF DEFENSE. 

My Dear Mr. SEcRETARY: In my letter of September 26, 1959, I suggested our 
staffs reach an early agreement on the inclusion within the “Department of 
Defense-Military Functions” chapter of the 1961 budget of the military assist- 
ance program. You will recall the President asked the Congress (June 24, 
199) to appropriate military assistance funds to the Secretary of Defense 
“under a separate title in the Department of Defense budget.’ The Congress, 
although authorizing the appropriation to the President did require that the 
nilitary assistance program be budgeted in such a way as to become competitive 
with other programs of the Defense Department. 

In order to expedite the decisions needed on the specific manner of budget 
presentation, and consistent with the decisions made last spring and confirmed 
in June, the military assistance program will appear as a single appropriation 
in the “Department of Defense-Military Functions” chapter under the separate 
title, “Mutual Security-Military Assistance” comparable to other titles, such as 
“Procurement” or “Military Personnel.” 

The formal program submission to the Bureau of the Budget by the Depart- 
ment of State of the military assistance program will be received not later 
than November 6 (recently extended from November 1). As in the past, it is 
assumed that informal copies of staff analyses and Defense’s submission to the 
State Department (due October 15) will be provided the Bureau of the Budget. 
Schedules required by Bureau of the Budget Circular A—11 for military assist- 
anee will be provided for the past and current years by November 15; revisions 
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for the budget year made necessary by decisions on the 1961 appropriation 
request will be provided by December 1. 

The schedule required by the Bureau of the Budget Circular A-—11 for the in- 
dividual service accounts with respect to “military assistance order” activities 
for 1961, when submitted for printing on December 7, 1959, should be consistent 
with Presidential decision with respect to the military assistance appropriation 
requests for 1961. You would, of course, be responsible for coordinating with 
the Department of State to ensure timely submission. 

Certain suggested changes in the military assistance program submission are 
outlined in the enclosed copy of my letter to Mr. Dillon. A copy of this letter 
is being sent to him. 

Additional details will be worked out jointly by our two staffs. 

Sincerely yours, 
ELMER B. Staats, Acting Director. 


OCTOBER 19, 1959. 
Hon. C. DovuGaLas DILLON, 
Under Secretary of State, 
Department of State, 
Washington, D.C. 

My Dear Mr. Ditton: You will recall that the President asked the Congress 
(June 24, 1959) to appropriate military assistance funds to the Secretary of 
Defense “under a separate title in the Department of Defense budget.” The 
Congress, although authorizing the appropriation to the President did require 
that the military assistance program be budgeted in such a way as to become 
competitive with other programs of the Department of Defense. In accordance 
with the decisions made last spring and confirmed in June the military assist- 
ance program will be included in the “Defense-Military Functions” chapter of 
the 1961 budget document. 

In order to expedite decisions on the specific manner of budget preparation, 
the following principles will apply. The precise details should be worked out 
at staff level: 

1. The military assistance program and the economic assistance programs of 
mutual security would be presented in separate chapters of the budget docu- 
ment. The economic assistance and contingency programs would be presented, 
as at present, within the “Funds Appropriated to the President” chapter. 

2. The military assistance program would appear as a single appropriation 
in the Department of Defense-Military Functions chapter under a separate title 
“Mutual Security-Military Assistance” comparable to other titles such as “Pro- 
curement” and “Military Personnel.” 

3. The appropriation account will be classified as “Military assistance” under 
the category “Major national security,” as at present. 

4. Proposed fiscal year 1961 appropriation language for military assistance 
should be submitted for inclusion in the President’s budget document, retaining 
the existing provision making the appropriation to the President. 

5. The budget year column will contain estimates covering the fiscal year 
1961 program. 

6. The military assistance narrative should include data showing performance 
in the prior, current, and budget years, and with respect to both reservations 
and deliveries of “military assistance orders.” 

Since the Department of Defense accounts are affected by the decisions made 
in mutual security, it will be more than ever necessary to have full coordination 
between State and Defense particularly with respect to the printing deadlines. 
Thus, figures for the past and current years must be submitted to Bureau of 
the Budget by November 15. Final figures with respect to the budget year for 
inclusion in the 1961 budget must be submitted by December 1. Draft narra- 
tives and final trust fund accounts should be submitted by November 1. 

Copies of this letter are being furnished the Defense Comptrollers for their 
information. 

Sincerely yours, 
ELMER B. Staats, Acting Director. 
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EFFECT OF MILITARY ASSISTANCE PROGRAM ON U.S. BALANCE OF PAYMENTS 


The Cuarrman. Senator Aiken? 

Senator Arken. Mr. Secretary, possibly I did not understand you 
correctly, but I thought you said that the military assistance costs 
abroad did not affect our balance of payments. 

Mr. Irwin. Yes, sir. I said that about 90 percent of our military 
assistance funds were spent in the United States, and therefore did 
not enter into the balance-of-payments problem. 

Senator Arken. They do not enter into it. 

Mr. Irwin. So they do enter into it to some degree, but not to a 
substantial degree. 


REPORT OF COMMITTEE FOR ECONOMIC DEVELOPMENT 


Senator AIKEN. Are you familiar with the report recently pub- 
lished by the Committee for Economic Development? 

Mr. Irwin. No, sir; I am not. 

Senator ArkeN. The report is about national objectives and the 
balance of payments problem. The subcommittee making the report 
was headed by Mr. Collado, treasurer of Standard Oil of New Jersey, 
and the other members were corporation and banking executives that 
have substantial business interests abroad. I noticed their report 
for 1958 included $3.4 billion for payments of the United States for 
military expenditures, which by coincidence happened to be the exact 
amount of our debt for that year. 

Mr. Irwin. I think the difference, sir, is that I was speaking of the 
military assistance program, and I believe those figures included the 
overall defense expenditures by our own forces overseas. Of course, 
they are tremendous. 

enator ArkEeN. I think you are right. But the public does not 
realize that there are two types of military expenditures overseas, 
and to get the full amount of our military expenditures you would 
have to add the military expenditures of our own forces overseas to 
the military assistance and the defense support costs overseas. 

Mr. Irwin. That is correct, sir. 


FINANCIAL CAPABILITIES AND RESPONSIBILITIES OF OUR ALLIES 


Senator ArkeN. Which would bring it up nearer 6 or 7 billion dol- 
lars instead of the $2 billion which the public is inclined to think is 
the total. This report recommends: 


We believe that the rise in the national incomes of other industrial nations 
makes it appropriate for them to undertake a larger contribution to the common 
burdens of defense and economic assistance. If they do this, American oppor- 
tunities to export will be increased and some favorable effect upon our balance 
of payments is likely. 


Do you think that the other countries which we have helped get 
back on their feet and which are now our strongest competitors are in 
a position to undertake a considerably larger share of the costs of 
our mutual defense ? 

Mr. Inwin. Some of them are, yes, sir, and we are trying our best 
to increase their share of the military burden overseas. 
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Senator Aiken. That is all. I simply want to point out that this 
military assistance appropriation does not comprise the total costs 
which we are contributing. Certainly in the case of E ngland and 
other countries a considerable part of our defense appropriation goes 
for mutual defense, their defense as well as ours. 

Mr. Irwin. I think it is a very important point that you make, sir, 
From our point of view, it is important to clarify the distinction 
between the small effect ‘of the military assistance program on the 
balance of payments as compared to the largest effect of our own 
expenditures overseas. 

Senator Arken. That is exactly what I wanted to bring out in this 
report. That is all. 

The Cuatrman. Senator Church ? 


U.S, MILITARY ASSISTANCE EXPENDITURES NOT DECREASING 


Senator Cuurcu. I would like to pursue the question Senator 
Aiken has asked, Mr, Secretary. This year we have been told that 
owing to the remarkable rec overy that has occurred in Western 
Europe, a great effort is going to be made to have these Western 
European countr ies share more fully in extending economic aid to the 
underdeveloped areas of the world. In this respect this committee 
now has as consideration the proposal] for an International Devel- 
opment Association in connection with the World Bank, for which 
these many countries, and principally the Western European indus- 
trial countries, have agreed to contribute substantial sums of money. 
In fact, the percentage that the United States will contribute is about 
a third of the total amount. 

Now I have read your statement in connection with the contribu- 
tion of these Western European countries to NATO, and I have heard 
your statement of the efforts being made to get these countries to 
contribute more. But I can’t reconcile the statements with the figures. 
Despite this remarkable recovery—I have recently been in Western 
Europe and the level of prosperity there is quite apparent, even to 
one who spent a few days in Western Europe—this year we are 
being asked to appropriate nearly half a billion dollars of American 
money for military assistance to Western European countries. If 
you look back over the years, we are being asked to authorize and 
appropriate more money in this year than in 1960 or 1959. So the 
level of American expenditure in military assistance in Western 
Europe is going up despite the obvious capacity of Western Europe 
to do a ereat deal more. Now how do you reconcile this with the 
stated objectives of your program ? 

Mr. Irwen. Sir, our program for 1961 is higher, but our actual 
expenditures are lower in 1960 and 1961 because of reduced appropria- 
tions in the past few years. 

Senator Crrurcu. That doesn’t meet the point I make. 

Mr. Irwin. I know. We have been drawing on the pipeline. My 
point is we are not increasing our annual deliveries although our 
program is now going up in order for us to maintain the approximate 
level of deliveries that we have been m: uintaining. 

I think our principle for military assistance in Europe is (a) to 
provide adequate NATO defense, which we consider is part of our 
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own national defense, so that from the Defense Department’s view 
our desire is to create an adequate defense of the United States from 
an overall world point of view. Now, we recognize that there has 
been a remarkable recovery in Europe, and both the State Department 
and the Defense Department are anxious to have our allies share 
more. In many of the cases we try to give grant aid in such a way 
that it goes as part of a cost-sharing program. We spend a little 
and our allies will increase their budgets to spend more. 


EFFORTS TO ENCOURAGE ALLIES TO ASSUME LARGER BURDEN OF COST 


Senator Cuurcu. Do you think that we can furnish them with a 
proper incentive to carry a larger percentage of the burden by in- 
creasing the amount of money that we give? 

Mr. Irwin. I think, sir, we can encourage them to bear a greater 
share of the cost by maintaining the deliveries at about the same rate 
we have been maintaining them over the past several years. We 
have made some progress. We no longer have new commitments to 
England. We no longer have any new commitments to Germany. 
There are other countries that I cannot speak of in an unclassified 
session where certain efforts have been made. 

I assure you, sir, that we have the same motivation and end in 
mind about which I know you feel strongly. I think there may be 
a question of judgment as to whether we go fast enough or far enough 
atany particular time. The ultimate judgment on this is more in the 
realm of the State Department, and to some degree in the Treasury 
Department, than it is in the Defense Department. But, again, I 
would assure you that from the Defense Department view, we want 
to move as rapidly as we possibly can consistent with our foreign 
policy. 

Senator Cuurcu. I will pursue this further in executive session 
when we have a little more time. But I just make the observation 
that we put an end to economic aid after that aid has stimulated 
economic recovery. Now it seems to me we have got to put an end to 
military aid when the economies of these countries are sufficient to 
maintain their own separate contributions to the NATO defense. It 
seems to me that the way we provide the inducement is to make it 
clear that this is our intention. Though Western Europe is a part 
of the American defense system, it is for the defense of Western 
Europe first and primarily, and countries that can afford to do their 
part should be strongly persuaded to do their part. I think the best 
way to accomplish that objective is to make it clear that we intend to 

uce our contribution so that they can and must take over their 
share. I don’t see that any trend of that kind is reflected in these 
figures. 

I think my time is up. We will come around to this again at an- 
other time. 

The Cuatrman. Senator Carlson? 


REASONS FOR DEFENSE PRESENTATION THIS YEAR 


Senator Cartson. Mr. Secretary, I have heard your statement this 
morning and your testimony, and as I sat here I was wondering why 
you are appearing before this committee. Did not Congress last 
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year authorize appropriations necessary for military assistance for 
the years 1961 and 1962? 

Mr. Irwin. Yes, sir; they did. The reason we are here, really, is 
to report on the program in response to the wishes of the committee. I 
think the chairman made a statement at the opening of the session in 
which he spoke of the possibility that even though we had continuing 
authorization, the committee might well wish to make certain amend- 
ments. 

Senator Cartson. Mr, Chairman, I didn’t happen to be here at the 
opening. That is the reason I brought this question up, because as 
I remember it we did make the authorizations available for 1961 and 
1962. I appreciate very much your reporting. I think it is very fine 
you are doing it, but in reality, then, you are not asking for authoriza- 
tion. You have that. 

Mr. Irwin. No, sir. And we appreciate very much the fact that we 
do have continuing authorization for these years. 


MODERNIZATION OF FORCES 


Senator Carson. I have one or two questions. Is every effort being 
made to modernize our forces in these various countries through the 
military assistance program? And what percentage of the money that 
we are going to vote in appropriations will be used for modernization ? 

Mr. Irwin. Some $600 million goes for fixed expenses, you may say, 
of various kinds. Some $600 million will go for maintenance and 
roughly $800 million will go toward improvement and modernization 
of the forces. 

Senator Cartson. In other words, every effort is being made to 
modernize the forces that we have and are building in these countries, 
not only NATO but in other areas? 

Mr. Irwin. Yes, sir. They are making every effort to modernize, 
and that is one reason why it is so expensive. Modern equipment is 
terribly expensive. 


DECISION ON ALLOCATING AMOUNTS WITHIN MUTUAL SECURITY PROGRAM 


Senator Cartson. Just one more question. This mutual aid pro- 
gram, of course, affects military, abit sal, and economic conditions 
in these countries that we are trying to assist. Who evaluates or de- 
termines what military appropriations or appropriations for tech- 
nical growth and development should be? How do you reach the 
amounts ? 

Mr. Irwin. The final decision, sir, is the responsibility of the Secre- 
tary of State. By law he determines whether or not there is a pro- 
gram toa country and the value of that program to that country. Of 
course, it is developed in close cooperation and coordination with the 
Department of State right from the country team where we have the 
Chief of the MAAG on the Ambassador’s country team. Also, the 
ICA mission chief is on the country team. They coordinate at that 
level. And we, of course, work closely with Mr. Dillon’s Office. 

Senator Carson. I raise that question because in your statement 
you said that the Draper Committee recommended that the De- 
partment of State and the ambassadors should participate at an 
earlier stage in the development of military assistance plans. 
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Does it in any way hinder or discourage some of your military 
plans to have an ambassador sit in on the program planning? After 
all, they are not military people and this is a military assistance pro- 
gram. 
~ Mr. Irwin. No, sir; it doesn’t. We work, I think, well and closely 
with the State Department at all levels. We recognize that the pro- 
gram is in support of foreign policy in the broad sense and not solely 
in the sense of military assistance. That portion of the Mutual 
Security Act that is appropriated for military assistance purposes, we 
of course strive to have it go as far as possible to meet actual military 
requirements. But there are areas where political or foreign policy 
factors enter in, and they are often in balance, but in some cases one 
or the other predominates. 

Senator Cartson. That is all, Mr. Chairman. 


EXTENT OF STATE DEPARTMENT DIRECTION OF OVERALL PROGRAM 


The CuarrMan. Mr. Secretary, last year the Congress provided 
section 523(c) to give the Secretary of State responsibility for— 
the continuous supervision and general direction of the assistance programs 
authorized by this Act, including but not limited to determining whether there 
shall be a military assistance program for a country and the value thereof. 

Can you tell me whether this section is being effectively implemented ? 

Mr. Irwin. I believe it is, sir. The State Department has through 
Mr. Dillon kept very close supervision of the program. 

The Cuarman. Are they consulted in advance of conclusions or de- 
cisions about whether or not programs should be instituted or con- 
tinued in a country ? 

Mr. Irwin. They are, sir. 

The CuarrMan. And as to their extent? 

Mr. Irwin. Yes, sir. 


RESEARCH MEMORANDUM PREPARED FOR AIR FORCE 


The Cuatrman. Mr. Secretary, I have before me a U.S. Air Force 

roject, a Rand research memorandum prepared September 1959. It 
is entitled “Soviet Bloc-Latin America Economic Relations and U.S. 
Policy” by A. O. Hirshman. Are you familiar with this study? 

Mr. Irwin. No, I am not. 

The Cuarrman. Is there anybody here familiar with it? 

General Lemnitzer. No, sir; I am not. 

The CHatrmMan. Can you supply to the committee how much you 
paid the Rand Corp. for this study ? 

Mr. Irwin. We will obtain that information. 

The CHarrman. Can you give the committee any reasons for con- 
tracting for this study ? 

Mr. Irwin. No, sir; I am sorry, I just don’t know anything about 
this particular item. 

The CuArrman. Is there anyone here from the Air Force who is 
informed about this matter ? 

Mr. Irwin. So far as we know it has nothing to do with military 
assistance, sir. It may be directly out of the Air Force appropriation. 


58356—60——9 
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The Crarrman. What do you think is the reason for it? I have 
looked at it briefly and I am informed by our staff that it was in 
connection with this matter. I am not questioning that. I am only 
questioning why the Air Force made such a study, or had such a 
study made. 

Mr. Irwin. We will be happy to ask them to furnish that to you. 

The Cuarrman. Will you ask the Air Force and also supply to 
the committee how much they paid for this? This committee au- 
thorized and received a very similar study from the CEIR. I am 
not criticizing the military for trying to inform themselves, just 
as I didn’t mean to be critical of the creation of the Military Assist- 
ance Institute. I think it is all to the good. However, it is curious 
to me how the military can and does with such facility create institutes 
and obtain studies of this kind. I would like to be better informed 
about it. Perhaps we are duplicating our efforts, I don’t know. 

Mr. Irwin. We will be happy to ask the Air Force. 

The CuatrmMan. Will you give us a memorandum on the relations 
with Rand? 


Mr. Irwin. Yes. 
The CHarman. And whether or not there are similar studies for 


the Army and for the Navy. I am interested as to whether each serv- 
ice makes its independent studies of the economic relations of the 
United States, and if they do, I think you ought to inform the State 
Department so they can have the benefit of these studies. Would 
you find out about it? 

Mr. Irwin. I will provide an answer; yes, sir. 

(The material subsequently supplied is as follows :) 


STATEMENT ON PROJECT RAND 


Project Rand is a continuing program to assist the Air Force in improving 
its efficiency and effectiveness by furnishing information and independent, objec- 
tive advice derived from selected research and analysis of problems of interest 
to the Air Force. Under the terms of its continuing contract with the Air Force, 
the Rand Corp. is given maximum freedom in planning Project Rand studies. 
This is particularly significant in view of the inherent relationship between 
general, limited, and cold war. The Project Rand research program, in broad 
principle, evolves from a consensus on the part of the air staff and the Rand 
management, and is reviewed periodically by the Project Rand Military Advisory 
Group. 

While the contract calls for a program of study and research on the subject 
of aerospace power, it has been found over the past years that a great deal of 
background research in many different fields is necessary for the reasons stated 
above. Broad basic studies in engineering, physics, economics, mathematics and 
social science, together with the highly competent personnel employed by the 
Rand Corp. in each of these areas, provide both the information and environment 
necessary for realistic analyses of aerospace problems of interest to the Air 
Force. As a result, some studies are accomplished without having been spe- 
cifically directed. 

The project resulting in this particular document was undertaken as part of 
Rand’s continuing study of countries of strategic importance to the United States. 
Information developed in the course of this and similar studies provides inputs 
into Rand’s long-range strategic and force composition studies. At the present 
time there are no further studies of Latin American countries in progress under 
Project Rand, but economic studies of Russia and China are pursued on a con- 
tinuous basis. 

Project Rand is financed by the Air Force from its research and development 
funds and, within Project Rand, the cost of the study entitled “Soviet Bloc— 
Latin America Beonomic Relations and United States Policy,” was approxi- 
mately $2,000. 








sir. 
pro 


Eu 


isn’ 








ve we 


—_— io we 


ig 
C- 
st 
e, 


n 
1d 
id 


of 


nd 
he 
nt 
ir 


of 
eS. 
its 
nt 
ler 
yn- 


ont 


xi- 





MUTUAL SECURITY ACT OF 1960 125 


The Air Force’s Project Rand has no direct relationship to the Military 
Assistance Program. 

Current Army and Navy research efforts do not include studies similar in scope 
to the Project Rand study on Soviet-Latin America economic relations. 


U.S. CONTRIBUTIONS TO SPECIFIC ASSISTANCE PROGRAMS 


The CuarrMan. Returning to another matter, you mentioned in 
your original statement the decline in the U.S. percentage of con- 
tribution to the overall] military effort in Western Europe—from 
98 to 8 percent, wasn’t it ? 

Mr. Irwin. Yes, sir. 

The CuatrrmMan. What is the percentage of contribution of the 
military assistance program, for example, in the case of Greece? 
Do you know? 

Mr. Irwin. I don’t know the exact amount, but it is very large, 
sir. Greece and Turkey would be very large military assistance 
programs. 

The CuatrmMan. Far greater than the contribution to Western 
Europe? 

Mr. Irwin. Far greater. Yes, sir. 

The Cuarmman. In the case of Greece it is about 31 percent, 
isn’t it? 

Mr. Irwin. I regret I do not know the figure. 

The CrairmMan. Does anybody know the figure? 

Mr. Irwin. We would be happy to furnish that, sir. 

(The material subsequently supplied is as follows:) 


STATEMENT ON RATIO oF U.S. MILITARY ASSISTANCE TO DEFENSE EXPENDITURES IN 
GREECE 


The ratio of the value of U.S. military assistance to Greece to their defense 
budget in calendar year 1959, the latest year for which data are available, was 
54 percent. The Greek defense budget for that year was $155 million computed 
at an exchange rate of 30 drachma tothe dollar. Because of the size of the forces 
maintained by the Greek Government, budgetary support of $18 million was 
extended by the United States under the defense support program to augment 
the Greek contribution to its defense expenditures. This assistance is included 
in the total defense budget of $155 million quoted above. If the ratio is com- 
puted on the Greek contribution alone it becomes 61 percent. The value of mili- 
tary assistance used in computation is $83.8 million and includes military end 
items ; packing, crating, handling, and transportation ; services such as training; 
and an appropriate allowance for NATO Common Infrastructure. The figure 


| does not include $9.4 million of equipment furnished to Greece from stocks excess 


to the requirements of the U.S. military departments valued at acquisition cost, 
but furnished to Greece at no charge to appropriations except for repair and 
transportation. 


RELATIVE U.S. CONTRIBUTION TO KOREAN AND NATO DEFENSE PROGRAM 


The Cuarrman. Do you know what it is in the case of Korea? 

Mr. Irwin. Again I don’t know the figure except that it is a very 
major portion. 

The Cuarrman. It is not only a major portion. It is more than 
the Korean Government contributes, isn’t it? 

Mr. Irwin. I am sure it is. 

The Cramrman. I am informed that we supply about 110 per- 
cent of the total defense costs of Korea. In other words, we supply 
more than the Korean Government does. 
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Mr. Irwin. With regard to any countries, I will ask our regional] 
directors to be prepared to speak to this type of figure when they 
a before you, sir. ate : : 

he Cuarrman. I think the point of significance is that, in sup- 
port of your view, our relative contribution to the NATO forces of 
Western Europe is far less than it is in nearly any other area of the 
world, isn’t it? 

Mr. Irwin. Yes, sir; it is. 

The Cuarrman. And from a material point of view you get a bet- 
ter bargain there for a dollar spent in NATO than you do any place 
else,don’t you? Isthat right? 

General Lemnirzer. No; I don’t think so. 

The Cuatrman. Why not? I would be curious to know. 

General Lemnirzer. Well, in the case of Korea, for example, you 
have a special situation of a suspended war. The security of the 
Republic of Korea is being provided primarily by a rather large 
number of Republic of Korea divisions, 18 to be exact. They are 
willing and able to take over this responsibility, but their economic 
conditions simply do not permit them to support the Republic of 
Korea Armed Forces. I halve that the aa will show beyond any 
doubt that we do get more soldiers along the Demilitarized Zone in 
Korea per dollar than we are able to get in any other way. Now, the 
problems in Korea are somewhat different than they are in Western 
Europe. I do believe that we get more return per dollar in defense 
of Korea and also in the defense of the United States in that part 
of the world than we do probably in other areas where greater em- 
phasis is being placed on more modern and more expensive types of 
weapons and equipment. 

The CuatrmMan. You think that in spite of the fact that in Europe 
they themselves pay 92 percent of the cost and we only pay 8 per- 
cent, whereas in Korea we pay 110 percent; is that right ? 

General Lemnirzer. In Korea we have, in the Republic of Korea 
Army alone, 18 divisions—18 full-strength divisions—along that 155- 
mile front, and I don’t know of any area where we get a comparable 
return military wise for the equivalent amount of money. 

The Cuatrman. Are those forces as effective and as highly modern- 
ized as they are in Europe? 

General Lemnirzer. I don’t believe we could say that they are as 
highly modernized. For the terrain in which they are employed, and 
based upon the combat experience that they have had in war, I would 
say that they are very strong and effective forces. I happen to have 
commanded them for a period of 2 years from 1955 to 1957, and I 
know that they are well trained, highly motivated, and very effective. 
The comments I make about the Republic of Korea Army also apply 
to their Air Force and Navy, both of which are quite small. 


TRAINING OF MAAG PERSONNEL FOR OVERSEAS DUTY 


The Cuatrman. Mr. Secretary, I think you can answer this. With 
regard to this Institute training for your military personnel, does 
this Institute also offer opportunities for training to the wives of the 
military attachés who are sent abroad ? 

Mr. Irwin. Not the wives of the attachés, sir. The attachés go toa 
special school, and I don’t know how they handle the wives. The 
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wives of the MAAG personnel who are attending the Institute are 
encouraged to participate to the degree that they can sit in on non- 
classified lectures said Ve informed generally about the areas to which 
their husbands are going. 


INCIDENT INVOLVING MILITARY PERSONNEL IN TURKEY 


The Cuatrman. I would like to ask a few questions with regard 
to our personnel abroad. I wondered if the officers who were in- 
volved in the difficulties in Turkey had attended this Institute. Do 
you know, Mr. Irwin? 

General Parmer. Are you speaking of the difficulty in Izmir a few 
months ago, Mr. Chairman ? 

The CHarrMan. Yes. 

General Parmer. They have nothing whatsoever to do with the 
military assistance program. That isa NATO headquarters in which 
those difficulties arose. It includes American personnel, but it has 
nothing whatever to do with the administration of the U.S. military 
assistance program. 

The CuHarrman. I don’t understand. They were members of the 
Military Establishment but had nothing to do with military assistance 
programs. 

General Patmer. I didn’t make my point clear, sir. They were 
personnel in the NATO or international headquarters, the commander 
of which reports up through SHAPE to the North Atlantic Council. 
The NATO headquarters are international headquarters, in other 
words there are people of many countries in the headquarters; none 
of those people of course are directly involved in the purely U.S. 
administrative operation of handling this military assistance program. 

The Cuatrman. I think this whole matter of the conduct of our 
personnel abroad has a very direct bearing upon our foreign rela- 
tions with all of those countries. It seems to me that that experi- 
ence in Turkey has caused great embarrassment to our relations. Do 
you agree to that, General Lemnitzer? 

General Lemnirzer. I do indeed. On the whole, I think that our 
relationships are outstanding throughout the world, and I think that 
our military personnel and the people representing our military serv- 
ices are some of the best ambassadors we have. It is a fact—and it is 
a fact in this country as it is everywhere else—that one act of irre- 
sponsibility will undo the good work of hundreds, and indeed thou- 
sands of people over a period of time. That is why we have to place 
great stress and emphasis on the indoctrination of our people overseas. 
But I would like to emphasize, Mr. Chairman, that on the whole 
I feel that the American serviceman overseas is doing an outstand- 
ing job in the conduct of community relationships at the local level. 

Our military personnel do a great many fine things from the hu- 
manitarian and community points of view. They enter into community 
activities. However, it is a fact, nevertheless, that one individual 
can undo the work or the good of many thousands of people over a 
long period of time. It is an unfortunate fact, but it is nevertheless 
true. 

The CuarrMan. General, it wasn’t just one individual in the case 
in Turkey, was it? 
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General Lemnrrzer. There were several. 

The Cuatrman. Do you know how many ? 

General Parmer. I think actually 4 who were seriously implicated, 
This was a case where black market operators were arrested by the 
Turkish authorities. I think they arrested a total of four Americans, 


NEWS COVERAGE OF TURKISH INCIDENT 


The Cuairman. General, are you familiar with the coverage that 
American newspapers and magazines gave to these events in Turkey? 

General Patmer. I happen to have been stationed in Europe at the 
time, but I havea pretty good idea what the coverage was; yes, sir. 

The CuarrmMan. Do you know whether the newspapermen were pro- 
vided the information on the subject by U.S. military personnel ? 

General Patmer. I was at the time Deputy Commander in Chief of 
the U.S. Forces in Europe, so I had an idea of what was involved in 
this. The public relations officer or public information officer of 
this NATO headquarters in which these sergeants were assigned was 
an American officer. It was believed that he had let this information 
out to the newspapers. But when he was questioned on this subject, 
he took the fifth amendment on every question, and effectually stymied 
any effort to find out what really happened. 

The CHarrmMan. Do you mean you haven’t found out what hap- 
pened ? 

General Paumer. There was no witness that we could find who 
could give us the information except the gentleman who took the fifth 
amendment. 

The CHarrman. Was the man who took the fifth amendment an 
officer ? 

General Patmer. He was. 


DISCIPLINARY ACTION RESULTING FROM INCIDENT 


The CuarrMan. Was disciplinary action, if any, taken? 

General Paumer. I am not able to answer that, Mr. Chairman. That 
information could be furnished for the record. ‘The reason I am not 
in a position to answer was that I came home before this case was 
closed, and my duties since then have not in any way involved me 
in it. 

The Cuairman. Do any of your colleagues here know? Can they 
supply the information ? 

r. Irwin. Not knowing just which individual we are speaking 
of-—- 

The Cuairman. The general can tell you, can he not? 

Mr. Irwin. This gentleman was relieved of his command and re- 
assigned back to the United States. 

The Cuarman. What is that? 

Mr. Irwin. Mr. Forman tells me that he was relieved and reas- 
signed back to the United States. 

The CuarrmMan. Has he been promoted ? 

Mr. Irwin. He was given an oral reprimand, I am informed. 
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PLEADING OF FIFTH AMENDMENT BY MILITARY PERSONNEL 


The CuarrMan. General, how many of the personnel in the military 
who have been questioned about this took the fifth amendment ? 

General Patmer. I am not prepared to state that accurately from 
memory. It was more than one. 

The CuHarrMAn. Was it as many as 30? 

General Patmer. I don’t believe so. That doesn’t sound correct. 

The CHarrMAN. Well, it was more than 20, wasn’t it ? 

General Patmer. If we are going to pursue this line of questioning, 
I think it would be well to get a witness here who is actually respon- 
sible for knowing that information. 

The Cuarmman. Who would that witness be? 

General Pater. I think probably it would be one of your people, 
General Lemnitzer, wouldn’t it? 

General Lemnirzer. Mr. Chairman, this case involved members of 
two services. It was within the administrative responsibility of the 
commander in chief of the European Command. The information 
would no doubt be available in two branches of the Defense Depart- 
ment, since Army and Air Force personnel were involved, it is avail- 
able to the Department of Defense. The detailed result of the in- 
vestigations into this incident are available. 


IMPORTANCE OF TIGHTENING UP ALLOWANCES AND DISCIPLINE IN 
FOREIGN MILITARY OPERATIONS 


The CuatrmMan. General, in order to lay the background for these 
questions I feel this case is very important to the foreign relations 
of this country and these various countries in which we are so in- 
volved. I am considering, and I think the committee will consider, 
whether or not some reform is in order with regard to the pay al- 
lowances of the personnel in these foreign countries, especially where 
there is this divergence between the official and the black market 
rate. I believe that it is very important. And I think there is a tend- 
ency to cover up on the part of the military as in all organizations 
which try to maintain a high spirit and an esprit decorps. That spirit 
is commendable, but, on the other hand, I don’t think it is a good 
policy to permit these incidents to be so covered up and so misrepre- 
sented as the statements in the newspapers were as to the actual facts. 
I know it is an embarrassing thing to the military. But what dis- 
turbs me is that from my information practically nothing has been 
done to discipline these people. 

I think this covering up is inspired to a great extent by the fear 
the publicity would perhaps exacerbate ill feelings between the coun- 
tries, and I grant that there is some possibility of that. But I am 
not willing to agree that in the case of an operation on the scale of 
this one we should just cover it up and pretend that it was not very 
important and only one to three people were involved. As a matter 
of fact, a very large number were involved and very large amounts 
were involved. It doesn’t seem to me to be in the public interest to 
ignore it or minimize it. 
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I think the public interest requires that some preventive measures 
be taken in this country and in other countries. I can easily see that 
conditions in some other countries are an inducement to this sort of 
operation. I am confident they do go on in other countries. I think 
what the military ought to do is to cooperate by taking more proper 
disciplinary actions in order to discourage it, and also by possible 
reform in the practices and procedures regarding allowances. 

Are you considering requiring that overseas personnel be paid in 
local currencies so that they don’t have the dollars to engage in black 
market operations? Does that appeal to you as being a proper step, 
General ? 

General Lemnirzer. There are problems in this area and I would 
like to explain one or two of them. I agree wholeheartedly with you 
that where there is a differential in rates for exchange it encourages 
such transactions. We are very much concerned about areas where 
costs of living are very high, and we make every effort to provide 
adequate allowances in those particular areas so that the individuals 
affected are not penalized by their assignment to these duties in 
various parts of the world. Now in my opinion we don’t always 
keep the allowances up to the required level. Those of us in uniform 
are pressing hard for adequate allowances for our personnel sta- 
tioned overseas. 


PAYMENT OF SALARIES IN LOCAL CURRENCY NOT ACCEPTABLE TO MILITARY 


We recently have examined this problem of paying military and 
civilian in local currency. There have been suggestions that Ameri- 
can servicemen be paid in local currencies but this is, in our opinion, 
an intrusion upon their earned pay which should, in my opinion, be 
paid in U.S. currency. They are entitled to payment in dollars. 
However, we believe that a large part of this problem could be solved 
by paying living allowances in local currencies, and we are planning 
in that direction. 

I think that this will alleviate the conditions to a substantial degree. 
But I go back to my point again of one or two individuals painting 
a bad picture. The Army itself has over 350,000 members serving 
overseas, and occasionally you do have an individual who brings 
discredit in cases such as this. 

Now, one of the most sensitive aspects of this incident that you 
mentioned is the fact that the trials of four servicemen are still 
going on in the country involved, and any public discussion could 

rejudice the rights of the individuals concerned. I think that this 
is a factor in discussing it in open session. I can assure you that 
we are as concerned about this matter as I am sure you are. Certain 
measures have been taken, but the trials are still in progress, and 
that is the reason why this matter has to be handled very carefully. 


SIGNIFICANCE OF INCIDENT IN TURKEY 


The CHatrman. General, you keep saying one individual. If it 
were one isolated individual I think that might be another case. But 
in this instance there were many individuals, a great. many individ- 
uals; it was a highly organized business on their part and it was 
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participated in by some rather high officers in the Army. I don’t 
think it can be minimized by a statement that occasionally an isolated 
individual engages in this sort of incident. I agree with you, how- 
ever, that you should not be too hard on them when conditions are 
so attractive to engage in this. What I am trying to get at is—it is 
the responsibility, I think, of the military and of this committee to try 
to minimize the inducements to such activity, because they do re- 
flect upon our relations. 


PAY OF U.S. PERSON NEL ABROAD TO BE MADE IN LOCAL CURRENCY 
IF NECESSITATED BY FOREIGN POLICY OBJECTIVES 


This is the amendment that I was proposing. It is very simple. 


Whenever the chief of the United States diplomatic mission in a country deter- 
mines that the U.S. foreign policy objectives there require it, he may issue regu- 
lations of uniform applicability to all officers and employees of the United States 
Government or contractors with the United States Government governing the 
extent to which their pay and allowances received in that country shall be paid 
in local currency. Notwithstanding any other law, United States Government 
agencies are authorized and directed to comply with such regulations. 

That is an attempt to give such flexibility that it need not apply 
in every country but wherever these conditions exist, such as they 
did in Turkey, that instead of supplying them with quantities of 
dollars which then go into the black market, the chief of mission 
there could require these payments in local currencies because then 
they could not engage in the black market because they did not have 
the dollars to exchange. Do you see anything wrong with that? 

General Lemnirzer. I would like to examine the wording. You get 
into very diflicult areas when you consider the basic pay of an Ameri- 
can serviceman, and if you indicate that he should be paid in local 
currency it does raise problems. We have had this problem under 
study in many areas of the world, and we are, as I said, considering 
paying living allowances not in dollars but in local currencies. We 
think this will assist in taking care of part of the problems. We 
would be glad to comment on this particular proposal at a later time 
when I have had the opportunity to examine it in detail. 

The Cuarmman. We will submit it for comment. You need not 
commit yourself at this point but you agree the objective at least is 
@ proper one ? 

General Lemnirzer. Yes, indeed. 

The CHatmrman. Assuming that it can be worked out. 

General Lemnirzer. Yes. I would like to clear up one point, Sen- 
ator. There were not a great many people that were involved in 
conducting the alleged operation that we have been discussing here. 
There were four to my knowledge, I may be in error, but not more 
than four who were allegedly conducting it. Now, there is quite a 
difference between exchanging American currency for the maximum 
that one could get—the maximum in local currency—and conducting 
such an operation for personal large-scale profit. So I think we 
should differentiate between the two. As I said, the trials of those 
who are alleged to have carried on this particular type of transaction 
are still underway in the local courts in Turkey. 
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REACTION OF MILITARY TO TURKISH INCIDENT 


The Cuatrman. But General Palmer has already indicated that he 
did not know exactly how many, but my impression is that nearly 
30 took the fifth amendment. He does not know what they did, and 
practically no disciplinary action has been taken. I don’t consider 
it very severe to return them to a post in Washington or some place 
else. If you compare the punishment that results to civilians who 
have taken the fifth amendment before congressional committees to 
the kind of discipline that the military gets, there is a very great 
difference. 

I was actually very surprised that in military discipline you have 
the use of what is called the fifth amendment. I am informed that it 
was only recently that the Congress adopted a law which provided for 
this kind of action rather than the old-fashioned court martial, 


CONSTITUTIONAL RIGHTS IN MILITARY JUDICIAL PROCEDURES 


General Parmer. Mr. Chairman, this same constitutional right has 
applied in the Army during the 43 years I have been in it. The lan- 
gauge of the articles has been changed somewhat, but the basic right 
has never varied since I have been in the Army. We used to be very 
firmly enjoined that we must warn any enlisted man of his constitu- 
tional rights before we asked him any questions that tended to get 
him into difficulties. 

The Cuamman. A few days ago General Norstad was before this 
committee in an. informal session, and he wasn’t under that impression. 
He thought there had been quite a change in the power of the Army 
in this field of disciplinary action and court martial since the anne 
of the law, I think he said, in 1957 or 1958. He had the same idea 
to the power of military conducting its own court martial orecedaiae 
that you have. 

General Paumer. The change has come in the higher levels of 
review and the effects they have had on the proc edures. There have 
been a great many hampering restrictions put on courts martial as 
compar ed to what they were even 15 years ago. But this particular 
right to refuse to testify has always been in there. 

I would like to add one thing, Mr. Chairman. No high ranking 
officer of the Army has been in any way implicated in this or has taken 
the fifth amendment or anything else. 

The Cuatrman. They were colonels, weren’t they? Don’t you con- 
sider a colonel high-ranking ? 

General Parmer. There may have been one lieutenant colonel, and 
as I say, I think we are probably skirting on the edge of cl lassified 
information, 

The Cuairman. I know. It troubles me that all things involving 
this. sort. of thing in the military are classified. Yet this issue has a 
direct, bearing upon our diplomatic relations, our friendly relations 
with other countries. What) is re ally bothering me about this whole 
matter is that. this does go on, and that a false | report is given to the 


press by your colonel = yet, nothing is done to him. 
General Paumer. I don’t know that it was, you see. 
r x 
The Cuatrman. That is my information. 
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General Patmer. There has been absolutely on this particular ques- 
me of who talked to the press, there is absolutely no witness avail- 
able. 

The CyHatrman. When you asked him about it he took the fifth 
amendment. It is most amazing to me that the military can operate 
in this fashion. And when he takes the fifth amendment you transfer 
him and that is all you do to him. This is I think very curious. It 
has shocked me. I don’t know how you can maintain discipline if 
this is the procedure under which you operate. 

General Paumer. You have to follow the rules of evidence in all 
courts. 

Mr. Irwin. Mr. Chairman, I regret that I do not know the facts 
to be able to speak to them. I would like to say that my own 





RELUCTANCE OF DEFENSE DEPARTMENT TO DISCUSS INCIDENT IN TURKEY 


The Cuatrman. Let me say in that connection that last fall I in- 
quired about this matter and your department took about 2 months 
to answer that letter. They haven’t yet finally cleared up whether 
or not you insist upon executive privilege. The Department has been, 
I think, very reluctant—I don’t know whether to go further and call 
it more than that—very reluctant to reveal what has happened in this 
ease. I think you have been remiss in the way you have treated the 
committee on this whole matter. I think you certainly must be in- 
formed about it. Everybody at the higher levels of government has 
been very concerned about it but you want to cover it up. 

Mr. Irwin. The one point I would like to make, sir, is that I believe 
our relations with Turkey are good, notwithstanding the fact that 
we all deplore this situation you speak of. I would also comment 
that my understanding is that the incident rate in Turkey is one of 
the smallest of all of our oversea areas. Mr. Forman, who is from 
the General Counsel’s Office, knows something of this and I would 
like to ask him to comment on what his general knowledge is of it. 


SMALL NUMBER OF PERSONNEL INVOLVED IN INCIDENT 


Mr. Forman. With regard to the question of the numbers of per- 
sonnel, according to the information which has been made available 
to us, there are only a handful of individuals, very, very small, in 
which there is any evidence whatsoever or suspicion of blackmarketing 
activities on a commercial scale. I hesitate to give a precise number 
in view of the possible effect that might have on the current trials in 
progress. 

The information available to us indicates that a considerable num- 
ber of other persons may have, as General Lemnitzer was stating 
earlier, engaged in exchanges of dollars for Turkish currency at other 
than the legal rate. But such transactions were solely to meet their 
personal needs and did not involve transactions for purposes of gain, 
that is to make any profit in the sense of 2 commercial operation. 


EXECUTIVE PRIVILEGE IN WITHHOLDING INFORMATION 


With respect to the question of executive branch privilege, I believe 
that the General Counsel has both in writing and orally made avail- 
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able or offered to make available to the committee the complete text 
of the investigation made by General Carroll. By that I mean the two 
enclosures to his summary report. His summary report is merely a 
summary of those two enclosures which are about 6 inches thick. We 
have been prepared and so advised the committee some time ago that 
this report may be examined at the convenience of any member of 
the committee’s staff at any time. The only part of the report as to 
which privilege has been claimed deals with that part of the summary 
report which contains General Carroll’s recommendations to Genera] 
Norstad as to what action General Carroll thought General Norstad 
should take. It is only that part as to which privilege is being claimed, 
on the principle that comments on what action General Norstad has 
or has not taken in his capacity as commander in chief, Europe, should 
be based on the facts and not on whether he nas followed the recom- 
mendations of a subordinate. 


WIDESPREAD OCCURRENCE OF BLACK-MARKET OPERATIONS 


The CuHarrman. Of course the matter of privilege on the recom- 
mendation was not the primary question at issue. However, in view of 
the fact that this matter does impinge upon our foreign relations, I 
think the committee should be fully informed, particularly with re- 
gard to what measures the military has taken or intends to take to 
prevent such situations in the future. As I said, many other coun- 
tries, several that we are putting a great deal of money into, are prob- 
ably involved in similar operations. I can’t help but have the suspi- 
cion that this same thing 1s going on in other countries. I think we 
ought to try to take some measures to prevent it. What distresses me 
most of all is to find that apparently the military is helpless to do 
anything about it when they get into this matter. 

There are other aspects on the fringe of that case, for instance 
this practice of taking such goods as motorcars into these countries at 
Government expense and then selling them at vastly inflated prices for 
local currency, It is a form of blackmarketing which is I think very 
bad. It creates an extremely poor impression among the local people 
to see Americans bring in a car that may cost $2,000 here and sell it for 
the equivalent of five or ten thousand, on the black market. There are 
various dealings of this kind which I think contribute to the deterio- 
ration of our relations. I agree with you that our relations in Turkey 
have been quite satisfactory. 

I don’t wish to embarrass the service too much in public. Perhaps 
we should continue these questions in executive session, but I do wish 
to have the opinion of the Department on this amendment. and, I 
would hope, their cooperation in an attempt at least to minimize un- 
favorable incidents like the recent one in Turkey. I realize that such 
dealings are likely to go on to some extent, but this wholesale operation 
for profit on a commercial scale I think ought to be stopped. I think 
anybody who engages in it ought to be disciplined. I distinguish 
this from the man who exchanges $10 or some here and there. There 
is quite a difference in whether it is that kind of thing or whether it 
is an organized wholesale operation with bank accounts in Switzerland 
and all that sort of thing. I don’t see any excuse for that. I think 
that they ought to be disciplined when you have knowledge of that 
kind of operation. 
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General Lemrrzer. Senator, I think it would be a mistake to imply 
that this kind of an operation is going on everywhere and is wide- 
spread. I definitely think it is not. I think that this is an unusual 
one. On the slightest indication of its happening anywhere else, there 
are ways and means of detecting it and promptly taking necessary 
action about it. But I would think it would be wrong indeed to give 
the impression that this kind of an operation, which is still being 
tried in local courts, is prevalent wherever we have American service- 
men stationed overseas. Iam sure it is not. 


BLACK MARKET DISCOVERED BY TURKISH AUTHORITIES 


The Cuatrman, The truth of the matter is you did not find this out 
in Turkey. You did not pay enough attention to find it out. It was 
discovered by the Turks, wasn’t it ? 

General Patmer. That is correct. 

The CHarrman. You didn’t take measures? 

General Lemnirzer. We do take measures. This is one of the im- 
yortant command responsibilities of commanders and I must insist we 
o take strong measures to prevent it. I have been overseas and I 

know what happens in these areas. We do take measures, and the 
fact that this one happened to be discovered by the Turkish author- 
ities does not mean that the U.S. military authorities do not take 
strict disciplinary action and exercise strict surveillance over these 
types of operations. As a matter of fact, it is one of the primary 
problems that face our commanders overseas, particularly in areas 
where the rates of exchange are such as to indicate profit in this 
type of operation. 


DISCIPLINARY ACTION AND REASONS BEHIND IT 


Mr. Irwin. Mr. Chairman, if I might add one thing again. My 
general understanding is that the services have not failed to discipline 
those involved in the question of commercial exploitation. It is my 
understanding that those people are being tried in Turkish courts 
and that the question of service discipline has not yet arisen in those 
cases because there is no question of decision as to guilt or nonguilt. 
I think the people that have been removed or dealt with in some other 
manner have been involved in a different category than this commer- 
cial category of which you speak. 

Mr. Forman. If I may add one thing more, lest the implication 
be created that all officers who were relieved of their commands were 
somehow implicated in one form or another, either in transactions 
merely for their personal use or in the commercial operation which 
is now on trial, I would like to make it clear that the detachment com- 
manders concerned who were relieved were relieved not because of 
involvement in transactions, but for failure to exercise proper com- 
mand. ‘This is one of the disciplinary actions that General Lemnitzer 
was referring to. These commanders had the responsibility of see- 
ing to it that there was no violation of the currency laws. Having 
failed to live up to that responsibility, they were relieved of their 
command by General Norstad. 

General Lemnirzer. Could I add one point, sir? I am Chief of 
Staff of the Army, but I am appearing here today representing the 
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Chairman of the Joint Chiefs of Staff. Everything that has been 
said in connection with this incident has mentioned the Army. I 


| 


would like to just make it clear that these problems are not exclu- |p 
sively within the Army. They involve all of the other services. 

The CuatrMan, I did not mean to confine it to the Army. a: 

oe 

DISTINCTION BETWEEN COMMERCIAL PROFITEERING AND OTHER PARTICIPA- t 
TION IN BLACK MARKET OPERATIONS v 

ir 

Senator Gore. Mr. Chairman, would you yield before finishing that a 
subject ? fi 

I have been listening to this and I have been wondering why the 
emphasis, such great emphasis, is placed on commercial transactions. a 
I have heard of this before, as the chairman knows. Is it not true lc 
that large amounts were involved and that deposits were made in u 
Switzerland and perhaps other countries, and that a high ranking 
officer was involved who according to the testimony here was given li 
an oral reprimand. Isn’t that the situation ? be 

The Cuatrman. I think that is fair to state. 

Senator Gorr. I would like to ask what is the distinction between 0: 
commercial black-marketing and ordinary black-market profiteering. 

Mr. Irwin. May I ask Mr. Forman to speak to this point? 

Mr. Forman. If I may continue, with regard to the commercial 
black-marketing and these deposits in the Swiss banks, the only de- | 
posits in Swiss banks relate to the people who were allegedly engaged | 
in the commercial operation. By commercial operation we mean 
actually engaged in the business of buying and selling Turkish lire Q 
to other soldiers or to civilians or to Turks themselves. That is quite «a 
different from a military man needing some lire to pay his rent or E 
to buy something in a Turkish store and going to some other soldier di 
or some other source and saying “I need some lire, how much lire can i 
I get for my dollar?” There is quite a difference. ry 

Senator Gore. Even though he buys it from one of those who does . 
it as a commercial business ? i 

DISCIPLINARY ACTION TAKEN AGAINST OFFICER 

Mr. Forman. That is correct. Now with regard to this officer 
mentioned who was given the oral reprimand, we have no evidence 
that he was involved in this commercial operation. 

Senator Gore. Did you ask him ? Hi 

Mr. Forman. Yes. He was interrogated but refused to answer Se 
questions. We have no other evidence. Now it happens that he was W 
the commanding officer of one of the persons who is now being tried. : 

Senator Gorn. You asked him questions and he refused to answer, - 
and he was given an oral reprimand? ° 

Mr. Forman. And relieved of his command. I 

Senator Gore. He was not relieved of rank, was he? un 

Mr. Forman. There is no authority that I know of to reduce an | |. 
officer in grade without court-martialing him. io 

Senator Gore. Does he have another command? | by 


Mr. Forman. Not to my knowledge, sir. the 

Senator Gore. Has he been promoted ? 

Mr. Forman. I would doubt it very much, sir. According to the 
information I have, he is still listed by his former rank. 
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The CuatrmMan. Senator Sparkman? 

Senator Sparkman. Is all of this put into his 201 file to become 
part of the permanent record? 

General Lemnitzer. I am sure it is, but relief from command is 
one of the severest punishments that can be administered in the armed 
services. Relief from command has far-reaching, adverse implica- 
tions upon an officer’s career. So to minimize this action I think 
would be wrong. The statement on any officer’s record of relief from 
command has probably one of the severest and most adverse impacts 
possible upon his career, particularly with respect to his chances for 
future promotion. 

Senator Gore. Is it not feasible in those countries where there is 
a great variance in the stated value and the black-market value of 
local currency for our forces to use some kind of scrip? You did 
use that in various countries during and after the war? 

General Lemnirzer. Yes, that was one of the purposes of the scrip. 
It is still being used in some countries, but in a relatively small num- 
ber of cases today. 

Senator Gorn. I suppose it would depend largely on the number 
of people you have ca atte in these areas, wouldn’t it? 

General Pauaer. I don’t think that would be—— 

Senator Gorr. That would not be a controlling factor. 

General Parmer. I don’t believe so; no, sir. 


NEWS ARTICLE AND CORRESPONDENCE ON BLACK MARKET OPERATIONS 


Senator Gore. Mr. Chairman, on February 1 of this year in the 
Great Falls Tribune there was an Associated Press article entitled 
“Far East Black Market” concerning goods from America and 
Europe. I shall not take the time to read it, but this article is quite 
disturbing. Senator Mansfield’s attention was called to this article. 
He wrote a letter to the Secretary of State, and in reply on February 
24 Mr. Macomber, Assistant Secretary, discussed black market opera- 
tions overseas. It seems to me it might be well to place this corre- 
spondence in the record at this point. 

The Cuarrman. Yes, put that in the record. 

(The material referred to follows :) 


EXCHANGE OF CORRESPONDENCE BETWEEN SENATOR MANSFIELD AND SECRETARY 
HERTER CONCERNING BLACK MARKET OPERATIONS 


Fresruary 4, 1960. 
Hon. CHRISTIAN A. HERTER, 
Secretary of State, 
Washington, D.C. 


Dear Mr. Secretary: There is attached a photostat copy of an Associated 
Press article regarding black market operations abroad which appeared in the 
February 1, 1960, Great Falls Tribune. I hope you will read it. 

If there is truth in this story, which my personal observations tend to confirm, 
I am sure you would agree that our foreign relations in these countries operate 
under heavy burdens. 

I would like your evaluation of this article, and I would like to know whether 
any initiative is being taken by the Department of State to control activities 
of the kind described. I should say, in advance, that I would not be satisfied 
by a reply which might indicate that activities of this kind are the concern of 
the Department of Defense. 

If you believe any legislation is needed, I would appreciate receiving your 
early recommendations. 

Sincerely yours, 
MIKE MANSFIELD. 
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(From the Great Falls Tribune, Feb. 1, 1960] 


Far East Birack MARKET Is THRIVING ON Goops From AMERICA, HUROPE 
(By The Associated Press) 


Sometimes the black market is a brazen thing. 

The American driving along a street in Istanbul wouldn’t have expected a 
stateside used car dealer in his finest hour to offer more than $100 for his old 
British car. 

Two Turks flagged him down. Without introduction or preliminary, they 
offered $1,100. 

“T can’t sell it,” the American said. “It’s listed on my passport.” 

“We know how to take care of that,” said one of the Turks. ‘We'll pay you 
the money. You leave the car on the street in front of your house tonight and 
someone will steal it. Then you'll not only have the money, you'll collect the 
insurance.” 

The American didn’t sell. 

Whether it is based in Istanbul, Manila, Taipei, or Buenos Aires, the black 
market is closely tied to the United States. It does the biggest business in U.S. 
cigarettes, automobiles and dollars. In several areas it draws most of its 
supplies from the GI’s department store, the post exchange, by way of U.S. 
servicemen. 

The black market is the merchandising arm of racketeers and smugglers, and 
it is bred by scarcity, import restriction, economic and political unrest. 

It chips away at a nation’s income. As an example, it is estimated that the 
thriving Philippine black market deprives the Government of $60 million a year 
in tax money. 

In such countries as West Germany, Japan, and France, prosperity and solid 
fiscal controls have eliminated the once-flourishing black markets. But they 
are still bustling in Korea, the Philippines, Vietnam, Formosa, Brazil, Argentina 
and other nations. 

It could happen like this: An American GI’s wife buys several items at the 
post exchange in Taipei. She carries them with her in paper bags as she shops 
in Chinese stores. At one shop, she puts her bags on the counter and asks to 
use the telephone. While she’s making her call, the bags disappear beneath 
the counter. 

Instead of protesting, the woman makes a trifling purchase and leaves the 
store. She returns later to make another small purchase. With it she also 
gets a sizable sum of money, payment for the PX items. 

The American woman has become a supplier for the Formosan black market. 

Sometimes the black market is not only tolerated, but patronized by people 
in high places. 

“T should quit smoking American cigarettes and switch to Korean cigarettes,” 
a Korean cabinet minister once said, “but I can’t.” 

The U.S. Army estimates $600,000 worth of PX items, ranging from television 
sets to shoelaces, reach the Korean black market each year. Korean officials 
disagree. They say $12 million worth of American cigarettes alone are sold 
through the black market. 

Department stores in Seoul estimate that 90 percent of their merchandise is 
supplied by American servicemen. 

Because of the heavy demand for jewelry, gold is the most salable item on 
India’s black market. In a recent 15-month period, the Government confiscated 
$3,441,000 worth of smuggled gold. 

There is also a brisk trade in lesser items. A nickel candy bar from the United 
States sells for 30 cents under a New Delhi counter. 

On Formosa an American serviceman can make 75 cents profit on a pair of 
$1.10 PX suspenders and $3 on a bottle of scotch. Dollars are also in demand. 

The most open black market in the world probably operates in Pasay City, 
a suburb of Manila. You can find almost anything—canned foods, hi-fi records, 
babies’ wear, even canned hams from Communist China—and the service is 
excellent. When an American couldn’t find the shirt he wanted, his favorite 
dealer took his order and had it in a matter of hours. 
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Most of the gin bottles around Manila are clearly marked “for military use 
only” or ‘“‘Navy mess,” a pretty good indication of the part played by post ex- 
changes at Clark Air Force Base and Sangley Point Naval Base in supplying 
the market. 


DEPARTMENT OF STATE, 


Washington, February 24, 1960. 
Hon. MIKE MANSFIELD, 


U.S. Senate. 

DEAR SENATOR MANSFIELD: I have for reply your letter to the Secretary of Feb- 
ruary 4, 1960, calling attention to a recent news article on black-market opera- 
tions overseas. The Department of State, in conjunction with other agencies of 
the Government, continues to try to improve the techniques for stopping this 
practice by individuals under its control. I believe the following paragraphs will 
show just what the Department is doing in the field at this time. 

As recently as October 31, 1958, a joint instruction from the Departments of 
State and Defense, USIA and ICA was sent to their respective field representa- 
tives and heads of other agency groups attached to Foreign Service posts re- 
iterating the Government’s concern about the conduct of American personnel 
serving abroad. It specifically reminded each Ambassador or principal dip- 
lomatie or consular officer of his responsibilities for the development of regula- 
tions and procedures applicable to U.S. personnel and their dependents assigned 
or attached to diplomatic and consular offices in the country to which he is ac- 
credited. In the same instruction each post was requested to submit a set of 
uniform regulations applicable to all personnel as indicated. 

These regulations have been received from all posts, have been reviewed 
critically in the Department, and have been returned to the posts for corrections 
and amendments where necessary. As an example, I am enclosing a copy of 
our Taipei Embassy’s regulations which were developed pursuant to the joint 
instruction. In effect, this most recent effort to control black-market opera- 
tions in which American personnel might become involved was merely an ex- 
tension of previous regulations promulgated by the Departments of State and 
Defense in their manuals of operations. 

The Departments of State and Defense have a working agreement which pro- 
vides that although an Ambassador and a commander of a unified command may 
each develop his own regulations, each is required to collaborate with the other 
within the framework of existing relationships to avoid unnecessary differences 
in the treatment of various categories of American personnel and their depend- 
ents. Both the Ambassadors’ and commanders’ regulations prohibit their re- 
spective personnel from dealing in the black market, and disciplinary action is 
taken in each case where violations are discovered. It is a policy to transfer and 
in most cases to terminate the employment of civilian personnel who violate 
the rules about black-market activities, and the Defense Department’s regula- 
tions call for court-martial of military personnel. 

Despite these efforts, it is true that some black-market activities by irrespon- 
sible American personnel undoubtedly still continue. It is also true that some 
resident and visiting American and foreign businessmen and tourists engage in 
these illicit activities. Even in places where we have no troops and only small 
diplomatic representation, American goods may be procured in good quantities 
and occasionally in several varieties. Investigation in one case disclosed that 
these goods were smuggled into the country by the local citizenry, or were sold 
to the black market by foreign diplomatic personnel. 

Aside from controls such as rationing, representatives of the Departments of 
State and Defense periodically remind their personnel of their responsibilities. 
To emphasize these responsibilities orientation programs have been established 
for the benefit of personnel each time they are assigned anew in a foreign coun- 
try. However, there are always a few individuals in every group who will take 
advantage of a situation, despite administrative or judicial penalties if they are 
discovered. 

In view of the regulations and controls already established, the Department 
does not believe that any legislation is required in this matter. 

Please call on me to furnish any additional information you may wish. 

Sincerely yours, 
WitttIAM B. MACOMBER, Jr., 
Assistant Secretary. 


53356—60——-10 
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OFFICIAL REGULATIONS MANUAL FOR THE U.S. GOVERNMENT AGENCIES, TAIWAN, 
FREE CHINA 


(Prepared by the American Embassy in coordination with representatives of the 
Unified Commands of the Department of Defense on Taiwan) 


“The importance of building up good personal relations between foreign na- 
tionals and Americans who live and work overseas cannot be overestimated” 
(President Eisenhower April 24, 1958). 

“The overriding need is to instill in all Americans serving their Government 
abroad an understanding of the fact that they essentially are guests of the host 
country and as guests, are obligated to display normal good manners, to follow 
a reasonable standard of moral conduct, and to avoid acting superior to their 
hosts” (Operations Coordinating Board, Washington, D.C.). 


PREFACE 


The Ambassador in coordination with the commanders of unified commands is 
responsible for the development of regulations and procedures which are con- 
sistent with the laws, regulations, customs, and practices of the Government of 
the Republic of China. These regulations will apply to all U.S. Government em- 
ployees and their dependents. 

The implementation and administration of the regulations promulgated will 
be the responsibility of the heads of the various U.S. agencies and the com- 
manders of U.S. unified commands. Agency heads may not grant exceptions to 
established policies. By collaborating within the framework of existing relation- 
ships, there should be no differences in the treatment of the various categories of 
U.S. personnel and their dependents. Under no circumstances will personnel 
engage in practices in the transaction of personal business which may bring dis- 
credit on themselves or the U.S. Government. 


ADMINISTRATIVE CIRCULAR No. 30, SEPTEMBER 21, 1959 


Subject : The importation and disposal of personal property. 


PURPOSE 


This circular is to advise all U.S. Government personnel of their obligations 
in respect to the acquisition and disposition of items imported into Taiwan un- 
der the duty-free privilege. 


I. Definitions for purposes of this regulation 
A. The “importation of personal property” includes, but is not necessarily 
limited to— 

1. Bringing in the initial and subsequent supplementary shipments of per- 
sonal effects. 

2. Importing items through normal customs or international postal 
channels. 

3. Bringing in items through U.S. Government channels of entry (mili- 
tary postal facilities, diplomatic pouch, U.S. Government shipping, and 
attaché and special mission planes). 

4. Purchasing items at U.S. Government-operated retail outlets (post ex- 
changes, ships stores, commissaries, and the Embassy shop). 

B. “Designated control authority” refers to the officer or group of officers 
which the head of each U.S. Government agency shall appoint to administer 
the pertinent provisions of this regulation. 


IT. General policy 


A. Personal property shall be imported for the use of the U.S. Government em- 
ployee concerned and his dependents, and not for sale, barter or exchange. 


III. Special restrictions on the importation of personal property 

A. The items specified on restricted list shall be imported only (1) as part 
of an initial shipment of personal effects; or (2) with the advance approval of 
the designated control authority of the agency concerned. The restricted list 
shall be reviewed and revised from time to time by the administrative officers’ 
coordinating committee. 
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B. The designated control authority will approve applications for the im- 
portation of items on restricted list only if he is satisfied that— 

1. The applicant has a real requirement for the item in question. 
2. The item is not being imported for sale. 
3. No local laws, regulations, or policies will be contravened. 

C. In cooperating in the administration of paragraph III.A.(2) above, the 
authorities responsible for the management of U.S. Government-operated retail 
outlets shall also ration sales of other items which have a high resale value on 
the local market. 


IV. Special restrictions on the sale of personal property 


A. Personal property (excluding motor vehicles) may be disposed of under the 
following conditions: 

1. Items not otherwise controlled which were imported as baggage or house- 
hold effects may be sold after they have been in owner’s possession on Taiwan 
for 12 months. 

2. Items imported duty free may be sold at any time to another person enjoy- 
ing duty-free import privileges. 

3. Duty-free items which have been acquired through a U.S. Government re- 
tail agency or brought through customs subsequent to the owner’s arrival on 
Taiwan may not be seld on the open market prior to receipts of permanent 
change of station orders or travel orders and must have been in seller’s posses- 
sion at least 6 months. 

4. Items on the restricted list may be sold only upon approval by the desig- 
nated control authority. 

5. Exceptions to the above rules may be made by the designated control au- 
thority when the circumstances indicate clearly that the spirit and intent of the 
rules is not being violated and when adherence to the rules would cause undue 
personal hardship. Examples of extenuating circumstances are when an article 
has become unserviceable or unusable, or when owner’s tour has been termi- 
nated within 1 year for emergency reasons. 

6. When merchandise is approved for sale, no undignified sales practices such 
as auctions, “fire sale’ type advertising, or use of employee's title or connection 
with U.S. Government shall be used. 

7. All sales of personal property to local personnel are subject to the laws and 
regulations of the Government of the Republic of China. Under no circum- 
stances shall a U.S. Government employee consummate a sale in such a way as 
to provide an avoidance of the payment of local duties, taxes, and levies where 
required by local laws and regulations. 

8. Bona fide gifts are for persons entitled to duty-free entry. The customs 
duty must be paid on any gift intended for a person not enjoying duty-free 
entry. Any exceptions must be with the approval of the designated control 
officer. Rationed items cannot be used as bona fide gifts for other than those 
persons with privileges under any circumstances. 

(a) Penalties. U.S. Government offenders to these rules are subject to 
punishment judged appropriately by the heads of the respective agencies 
and commands, e.g., by recall and dismissal of civilian employees and court- 
martial of military personnel. Personnel will be held accountable for 
actions of their families in the importation, purchase and disposal of duty- 
free merchandise. 

Restricted list 


Cigarettes Chinaware 

Groceries High fidelity equipment 

Beer Bicycles 

Liquor Fountain pens or pencils (over $10) 


Electrical appliances of all types in- Silverware 
cluding but not limited to toasters, Watches (over $25) 


fans, heaters, razors Cameras and equipment (over $25) 
Refrigerators Firearms 
Deep freezers Typewriters 
Record players (over $50) Pianos 
Tape recorders including tape Cloth material 


Radios (over $25) Readymade clothing 
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ADMINISTRATIVE CIRCULAR No. 31, SEPTEMBER 21, 1959 


Subject: The importation, operation, and disposal of motor vehicles. 


PURPOSE 


The purpose of this circular is to advise all U.S. Government personnel of 
their obligations in respect to the importation, operation and disposal of motor 


vehicles. 


I. Definition 

A. In this circular a motor vehicle is defined as a passenger carrying mecha- 
nism having two or more wheels of any size propelled by an internal combustion 
engine. 


IT. Policy 


A. Certain U.S. Government employees in addition to contractors and sub- 
contractors and military personnel entitled to wear one of the uniforms of the 
Armed Forces of the United States are accorded exemption from all import, 
excise, duty and other tax when importing motor vehicles into Taiwan. In 
every instance an employee should confirm his rights and privileges before 
arranging for import or purchase of a motor vehicle. 


III. Import regulations and procedures 

A. Persons importing private vehicles by commercial means will submit a re- 
quest for customs-free clearance through the designated control authority of 
their agency or command to the American Embassy. The request will include a 
certification that the vehicle is being imported for personal use. A copy of 
the bill of lading or shipping company letter of guarantee will accompany the 
request. 

B. The importation of right-hand drive automobiles is prohibited. 

©. Vehicles imported for personal use should be as inconspicuous and un- 
ostentatious as possible with no special markings. Solid red or pink cars are not 
allowed on Taiwan as these colors are reserved for police and fire use. Any 
solid red or pink cars must on arrival be painted another color from the top 
of the car to the base of the windows prior to issuance of a license. 

D. All State and foreign license plates must be removed immediately upon 
arrival of vehicles on Taiwan. 

E. Uniform and mandatory motor vehicle inspection is performed at the time 
the automobile is presented for registration. All motor vehicles are subject to 
reinspection at least annually. 


IV. Motor vehicle operation 

Persons subject to this instruction and hired chauffeurs may operate privately 
owned vehicles provided driver’s licenses, vehicle insurance, and vehicle license 
plates have been obtained as set forth below. 

A. Chinese driver’s license: Any person operating a privately owned vehicle 
on Taiwan, including a hired chauffeur, must have a Chinese driver’s license 
in his immediate possession. Applications for Chinese driver’s licenses will be 
accompanied by three photographs of the applicant (about 1 by 1% inches) and 
the applicant’s U.S. driver’s license. Applications will be forwarded through 
the U.S. agency concerned which will forward it to the Chinese authorities for 
issuance of the Chinese driver’s license. Upon issue, the Chinese driver’s license 
together with the applicant’s U.S. driver’s license will be returned to the indi- 
vidual through his agency. Those not having such valid U.S. permits shall 
arrange with their agency to take the driving test given by the U.S. military 
or Chinese authorities. 

If required, a temporary driver’s license will be issued upon submission of 
application for a permanent driver’s license. Chinese regulations preclude the 
issuance of a driver’s license to nonmilitary persons under 18 years of age. 
Individuals should apply for a Chinese driver’s license prior to the arrival of 
their vehicle on Taiwan. 

B. Vehicle insurance: Vehicle insurance coverage will be obtained prior to 
submitting applications for Chinese license plates. Insurance must be pur- 
chased from a registered Taiwan insurance company or from a U.S. insurance 
company having a claims agent on Taiwan. Under no circumstances will a 
privately owned vehicle be driven on Taiwan without minimum vehicle liability 
insurance coverage in force. 
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1. Minimum liability insurance: The minimum liabilities listed below are 
required and apply to all new or renewed policies : 

(a) Bodily injury : NT$25,000 for each person with a maximum of NT$50,000 
for each accident. 

(bo) Property damage: NT$10,000 for each accident. 

(c) Passenger medical: NT$2,000 for each person with a maximum of 
NT$10,000 for each accident. For motor-bicycles NT$2,000 for each person 
with a maximum of NT$4,000 for each accident. 

(d) Personal accident benefit: * NT$15,000 for death. NT$7,000 for perma- 
nent disability. NT$300 monthly allowance up to 6 months, for temporary 
disability. 

The Embassy stands ready to advise other agencies on past experience with 
various insurance firms doing business on Taiwan. 


V. Settlement of claims 


A. In order to facilitate the prompt settlement of claims arising from motor 
vehicle accidents, each U.S. agency shall designate an officer who shall be respon- 
sible for the expeditious handling of claims. This officer will work closely with 
the Embassy security officer in the handling of serious cases. 

B. Official American personnel who are involved in such accidents shall as 
promptly as circumstances permit— 

1. Obtain the names and addresses of injured parties and witnesses. 

2. Inform the security officer or other officer designated by the U.S. 
agency concerned. 

3. Notify the insurance company, if the vehicle involved is insured. 

Chinese license plates : 

1. Temporary: Temporary license plates must be placed on all privately 
owned vehicles prior to operation of such vehicles on Taiwan. Individuals 
should normally apply for temporary license plates prior to the arrival of 
their vehicle on Taiwan. 

2. Permanent: Permanent license plates will be applied for within 1 
month after arrival of vehicle on Taiwan and placed on the vehicle immedi- 
ately upon receipt. Applications will be accompanied by three copies of the 
exact imprint of the vehicle’s engine number. This can be obtained by plac- 
ing a paper against the stamped number on the motor block and rubbing over 
it with a pencil. Charges vary according to the type of passport held. 

VI. Restrictions 

A. Official U.S. personnel and dependents shall strictly observe all traffic laws 
and regulations promulgated by the Chinese Government. Primary responsibil- 
ity for the detection and reporting of traffic violators rests with the provost 
marshal; however, it is expected that all persons who note violations endanger- 
ing life or property will report in writing to their agencies. 

All U.S. Government personnel are subject to suspension or revocation of driv- 
ing privileges for reckless, negligent, or drunken driving whether or not death, 
bodily injury, or property damage occur. Military personnel violating traffic 
laws or regulations will be subjected to appropriate military discipline. Civilian 
violations will be dealt with by appropriate administrative action. 

1. Chauffeurs: All chauffeurs of private vehicles are to be in uniform consist- 
ing of at least a billed cap and plain shirt preferably with tie. This has been 
requested by the Government of the Republic of China to facilitate identification 
of those entitled to drive. 

Chinese military personnel will not be employed, either on a paid or nonpaid 
basis, as chauffeurs of privately owned vehicles. 

2. Loaning of vehicles and license plates: Privately owned vehicles will not 
be loaned to any individual not enjoying diplomatic privileges. Vehicle license 
plates will not, under any circumstances, be loaned to anyone. 

3. Vehicle capacity: The number of people riding in or on a vehicle is limited 
to the seating capacity or number of permanent seats provided on the vehicle. 


VIT. Sale of motor vehicles 


A. The Government of the Republic of China regulations and instructions ap- 
plicable to the sale of motor vehicles imported under duty-free entry are as 
follows: 

1. Sale to persons enjoying diplomatic privileges: (a) Vehicles may be sold at 
any time to another person with diplomatic privileges. 


a 


C. 





1 This coverage required only when a chauffeur is employed. 
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(b) Application for permission to sell will be forwarded through the agency 
e ie American Embassy for delivery to the Government of the Republic of 

na. 

2. Sale to persons not enpoying diplomatic privileges: (a) Not more than one 
vehicle may be sold by a person with diplomatic status during one tour of duty; 
i.e., automobile or motor scooter. 

(b) The vehicle must have been in possession of the owner on Taiwan for 
at least 1 year and the owner must be in possession of permanent change of sta- 
tion or transfer orders. 

3. Sale to persons not enjoying diplomatic privileges of vehicles previously 
purchased from persons with diplomatic privileges: (a) Vehicles purchased 
from persons with diplomatic privileges (see VII.A.1 above) are subject to the 
eligibility of the new owner. All appropriate regulations in this circular will 
pertain. 

4. The above restrictions do not pertain in the following circumstances: (@) 
In the event of the death of the principal or his spouse. 

(b) The immediate transfer from Taiwan of the principal following family 
death in Taiwan. 

(c) The evacuation of the principal for the purpose of medical treatment of 
the principal, his spouse, or children. 

(d@) U.S. Government employee, civilian or military, who, in the normal 
course of events, receives unexpected permanent change of station orders or 
transfer orders for duty outside Taiwan. Each application for sale in this 
category will be subject to the express approval of the head of the agency, or his 
duly designated representative, wherein such individual is assigned. 

(e) Requests for the sale of a vehicle may be submitted if the vehicle has 
been in the possession of the owner on Taiwan for 2 years. No permanent 
change of station orders are required in this instance. Applications for per- 
mission to sell will be forwarded through the agency to the American Embassy 
for submission to the Government of the Republic of China. 


VIII. Restrictions on importation, operation, and sale of official automobiles 


A. Official vehicles: 

1. U.S. official vehicles are to be inconspicuously painted and identified. 

2. All chauffeurs and operators must have driving permits and must be in uni- 
form at all times when on duty. 

3. Official vehicles are expected to carry $25,000 liability insurance unless other 
provisions have been made acceptable to the Government of the Republic of 
China. 

4. Official cars under 2 years of age will not be sold unless a previous request 
is forwarded to the Foreign Office indicating the reason for the sale, i.e., condi- 
tion, closing of the agency, etc. 

5. All applications for temporary license plates should be forwarded to the 
American Embassy which will keep the Foreign Office aware of these impor- 
tations. 

6. Applications for importation and sale of vehicles for quasi-official organi- 
zations such as the post exchange, hotels, etc., should be cleared in the name of 
the primary agency concerned in order to avoid confusion in the Foreign Office. 

B. Non-Government agency Official vehicles: The following rules apply to 
company-owned vehicles brought into Taiwan by contractors with exclusive con- 
tract for U.S. construction : 

1. Only “official” vehicles used in the contracting work may be sold. ‘“Per- 
sonal” vehicles may not be sold, but must be exported. 

2. Vehicles may be sold after being on Taiwan for 2 years; replacement of 
vehicles thus sold may be made on a 1-for-1 basis, with the import date of the 
replacement vehicle commencing the new 2-year period. 

3. Official vehicles which have been on Taiwan at least 1 year may be sold if— 


(a) They are no longer required by the contractor in connection with his 
work and upon submitting proof of impending expiration of the contract(s) 
or completion of work for which the vehicles were imported and provided 
that they cannot be utilized in connection with other contracts in Taiwan 
in which the contractor is engaged. 

(b) The company owning the vehicles submits proof that it is closing 
out in Taiwan. 
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Requests for approval of sale of vehicles in this category will not be 


processed prior to 60 days before expiration of contract, completion of work, 
or departure from Taiwan. 


4. In no instance may a vehicle be sold when it has been on Taiwan less than 
1 year. Such vehicles must be exported by the owner, or sold to a contractor or 
person having duty-free privileges. 


ADMINISTRATIVE CIRCULAR No. 32 
Subject: Regulations governing the acquisition and conversion of currency. 


I. General policies 


A. The laws and regulations of the Chinese Government governing transac- 
tions in foreign exchange shall be strictly observed. 

B. All goods and services purchased on the local market, including housing, 
shall be paid for in local currency. The use of U.S. dollars shall be restricted 
to U.S. Government-operated sales outlets (post exchanges, ship stores, com- 
missaries, military post offices, and the Embassy shop). 

C. Quarters, post, and station allowances shall be disbursed in local currency 
to the extent that this is administratively feasible. 


II. Special restrictions on the acquisition of local currency 


A. Official U.S. personnel, i.e., those receiving U.S. dollar salary checks from 
U.S. Government appropriated sources, and their dependents shall acquire local 
eurrency solely from authorized U.S. sources (military finance offices, Embassy 
disbursing office, and military service clubs) ; from foreign exchange dealers 
licensed by the Government of the Republic of China (certain banks, hotels, and 
travel bureaus). The list of authorized agents for exchange of foreign currency 
is published periodically and may be obtained from your finance office. The 
purchase of local currency from individual U.S. personnel and other sources is 
forbidden. 


III. Conversion to U.S. dollars 


A. The U.S. Government disbursing officer and nonappropriated fund clubs 
are authorized to accept New Taiwan dollars from U.S. Government personnel 
on permanent transfer or home leave orders. Employees are urged to avoid, 
whenever possible, last-minute sales of automobiles and other items of personal 
property for foreign currency. In order that they may use foreign currency 
derived from such sales for meeting current expenses, personnel are encouraged 
to negotiate the sales as far in advance of departure as possible. 

B. Civilian agency and military attaché personnel are subject to the following 
conditions: 

1. Informal application to U.S. disbursing officer, without further approvel, 
to accept foreign currency not in excess of the employee’s total salary and 
allowances paid at the post for two biweekly pay periods. 

2. Application for sale of foreign currency (in excess of the amount as stated 
in above) shall be made by written memorandum addressed to the Ambassador 
through the chief of the agency in which the person is employed, in accordance 
with the example attached. 

Such applications shall set forth (@) the reason for the request and the amount 
of foreign currency offered for exchange; (0b) a statement that the currency was 
acquired legally and not in conflict with any U.S. Government regulations; and 
(c) a detailed description of how the foreign currency was acquired (accom- 
panied by a receipt indicating name and address of purchaser, unless items sold 
for an aggregate amount equivalent to less than $100). The application shall 
be presented to the U.S. disbursing officer for endorsement as to the require- 
ments of the post for the foreign currency offered and then referred to the 
administrative officer for approval. The approved (or disapproved) application 
shall then be referred to the U.S. disbursing officer for appropriate action and 
filing. 

3. Currency acquired through the sale of a vehicle may be accepted if the 
transaction has been in accordance with existing policies and regulations, and 
the sale has the approval of the American Embassy. 

4. Currency acquired from the sale of household or other goods may be ac- 
cepted only if such goods have been owned and used on Taiwan, by the appli- 
eant, for at least 6 months prior to the receipt of transfer or home leave orders 
or in no event prior to 90 days before the effective or anticipated departure date 
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as attested by competent authority. If there are any emergency exceptions to 
this rule, they must be approved by the administrative officer of the American 
Embassy. 

5. Where U.S. disbursing officer exchanges Treasury checks for foreign cur- 
rency several checks may be drawn in small amounts for the total, if requested 
by the employee, in order to facilitate their negotiation and to avoid the necessity 
for the employee to cash large checks when only small amounts of cash are 
needed while en route to his home or new post. 

(. All other Department of Defense personnel are subject to the following 
conditions : 

1. A designated control officer will approve sale of foreign exchange currency 
to nonappropriated service clubs upon presentation of statement that currency 
was acquired legally and not in conflict with any U.S. Government or Govern- 
ment of the Republic of China regulations, and receipts supporting sale indicat- 
ing name and address of purchaser if total aggregate amount is equivalent to 
$100 or more. (See III.B.3 and 4 above.) 

2. Exceptions to the above rules may be made by the designated control au- 
thority when the circumstances indicate clearly that the spirit and intent of 
the rules is not being violaed and when adherence to the rules would cause un- 
due personal hardship, e.g., emergency termination of tour within 1 year of ar- 
rival on Taiwan. 

EXAMPLE 
TAIPEI, TAIWAN, 
September 10, 1959. 
AMERICAN AMBASSADOR, 
American Embassy, Taipei, Taiwan. 
(Through Counselor for Public Affairs. ) 


Sir: Application is hereby made for approval to purchase, from the U.S. dis- 
bursing officer, U.S. dollars in an amount equivalent to the NT$32,472 which 
I have on hand for disposal. I anticipate departure from Taipei on home leave 
on September 20, 1959. 

I certify that none of the New Taiwan dollars covered by this application 
was acquired in a manner contrary to Department of State policy. 

The foreign currency for which dollar exchange is requested was acquired 
through the sale of personal property, as follows: 

Item No. 1.—Chevrolet, 4-door sedan, 1952. Purchased new in Washington, 
D.C., March 2, 1952, for $1,740. Has been kept in excellent condition; at time 
of sale had been driven 43,285 miles. Sale price, NT$31,390. 

Item No. 2.—Overcoat. Purchased in London, England, in October 1956 for 
approximately $55. In very good condition. Sold for N'T$1,082. 

Respectfully submitted. 

JOHN Dog, 
Cultural Affairs Officer, 
U.S. Information Service. 

Approved : 

JOHN Dog, 
Counselor for Public Affairs. 
SEPTEMBER 10, 1959. 


STATEMENT OF U.S. DISBURSING OFFICER 


The currency offered above may be purchased without exceeding the normal 
30-day requirement of this office for such foreign currency. 








U.S. Disbursing Officer. 
Approved : 








Administrative Officer of Embassy. 
SEPTEMBER 12, 1959. 
ADMINISTRATIVE CIRCULAR No. 35 


SEPTEMBER 21, 1959. 
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(Supersedes No. 25 of August 11, 1959) 


Subject: Sale of new Taiwan dollars. 


In addition to the American Embassy and nonappropriated fund clubs, the 
following are names of authorized agents for exchange of foreign currency : 
Bank of Taiwan and its branch offices. 
Bank of China. 
Bank of Communications. 
Central Trust of China and its branch offices. 
Friends of China Club. 
Grand Hotel. 
Liberty House. 
Taipei general post office. 
Bank of Taiwan exchange desk at Sung Shan airport. 
Postal service desk at Sung Shan Airport. 
Yangmingshan post office. 
Hua Nan Commercial Bank and its branch offices. 
The First Commercial Bank of Taiwan and its branch offices. 
Changhua Commercial Bank and its branch offices. 
Land Bank of Taiwan. 
Eurasia Travel Service. 
China Travel Service. 
Taiwan Travel Service. 
OMEA Hostel. 
Provincial Cooperative Treasury. 


Mr. Irwin. Mr. Chairman, before we leave this subject may I again 
just comment that this has nothing to do with the military assistance 
program nor military assistance funds, and in this particular instance 
it had nothing to do with the MAAG personnel so far as I know. 

Senator Sparkman. Mr. Chairman, I certainly am sure that that is 
correct. But it could have some connection. 

Mr. Irwin. I agree, sir. 


MUTUAL SECURITY PROGRAM AND AMERICAN PX’S VIS-A-VIS BLACK 
MARKETS 


Senator Sparkman. As I recall the testimony, we had other in- 
stances before this committee a couple of years ago. I wouldn’t say 
it was MAAG or the military connected with it, but the operation of 
this overall Mutual Security Program was involved. After all, that 
is what we are studying here. 

The CrarrMan. One of the reasons for having these very elaborate 
PX’s is the presence of military personnel, and we hear stories all the 
time of the people who buy more than their needs in the PX and go 
out and sell the the excess goods on the black market. That is a 
matter of common gossip. 

Senator SPARKMAN. his article on Korea tells about the PX black 
markets. 


PUBLIC REACTION TO TREATMENT OF SERVICEMEN IN TURKEY 


The Cuatrman. I received a lot of letters from constituents protest- 
ing that our fine young men were mistreated by the Turkish authori- 
ties. Then this officer who was primarily implicated gave the story 
to Time magazine and it was, in that way, spread all over the United 
States that our fine young men were mistreated by the Turks. The 
facts, as I understand them, don’t lend much credence to that story. 
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It was an effort on his part to cover up his own activities. This is, 
I think, very bad as a matter of foreign relations. It is too bad that 
the military came into it, but this is certainly bad whether it concerns 
military or civilian personnel. 

Of course, I was very interested when I first heard about the service- 
men in Turkey. I replied to some of these letters saying, “Yes, it is 
too bad.” It was long afterward that I found out what had actually 
taken place, and there was never any public explanation of what 
really did take place. 


HIGH EXPECTATIONS OF MILITARY CONDUCT AND DISCIPLINE 


I think maybe one of the causes of our concern is that we had a 
higher opinion of military discipline, higher levels of conduct that we 
expected of the military than exists. I really was surprised and some- 
what shocked that the military used the fifth amendment when it 
came to enforcing their own discipline. I had a feeling the military 
were subject to somewhat different standards of conduct than the 
rank and file of citizens. I suppose that is one reason why I was some- 
what taken aback when I found out that military officers could just 
refuse to answer. I thought this was something a military man didn’t 
do to his officer. I thought in the old traditions when he was ordered 
to reply he replied or else. 

Senator Church ? 


COUNTRIES RECEIVING U.S. MILITARY ASSISTANCE 


Senator Cuurcn. I have a question or two to ask about the mili- 
tary assistance program generally, Mr. Secretary. I am going to 
allude to the program that you have supplied us, and I will take care 
to avoid the mention of any classified material. Fortunately this is 
very plain because the classified material is all shaded, so I think I 
can follow it easily. 

First, here is an unclassified map of the military assistance program 
showing the countries of the world that are now receiving military 
assistance. These countries now total 39, so nearly 40 countries in 
the world are receiving military assistance from the United States. 
These are not only the countries on the periphery of the Communist 
bloc that may and are in places faced with a military threat, but 
countries that are far removed from the Communist bloc, such as 
Ethiopia, Libya, Tunisia, Morocco, Liberia, Portugal, Spain, which 
is not a member of NATO, Brazil, Colombia, Ecuador, Peru, Chile, 
the Dominican Republic, Nicaragua, and a whole cluster of countries 
in Central America. 

Now I find it difficult to accept the argument that this country 
needs to maintain a military assistance program that extends to nearly 
40 countries and embraces portions of the world that are as remote 
from the Communist bloc as are Africa and South and Central 
America. Even in Western Europe, where I believe strongly in 
NATO, I find it difficult to understand why it is necessary for the 
United States to be supplying money to France in 1959, $36 million 


and larger amounts since; to Italy in 1959, $11 million and larger 


amounts since; to Norway in 1959, $18 million and much larger 
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amounts since; why in 1960 it was necessary for us to supply $27 mil- 
lion of military assistance to the United Kingdom. I have sat on 
this committee for 2 years, and I have yet to be supplied with a con- 
vincing reason why it is necessary to supply military assistance at all 
to South and Central America. We have had tremendous amounts 
of evidence that it has been positively hurtful for us to do so. 

Yet these programs continue in these many scattered areas of the 
world. The general argument that you have made, Mr. Secretary, for 
asking $2 billion this year, which is an increase of $700 million above 
the amount appropriated last year, and an increase of $600 million 
over the amount authorized last year, is that the pipeline is runnin 
out, and that in order to maintain deliveries at current levels, this $2 
billion appropriation is required for the coming year. 


APPROPRIATION REQUIRED TO MAINTAIN MATERIAL DELIVERY AT CURRENT 
LEVELS 


Now if I may call your attention to page 11 of your statement, at 
the end of the paragraph numbered 1 you say: 

“* * * the minimum amount required to maintain an orderly and uninter- 

rupted flow of materiel at the current rate. 
This is the basis for your $2 billion request. Now yesterday Secretary 
Dillon said that the rate of delivery this year is $1,800 million, and 
you have said on the next to the last paragraph on page 11, if I may 
quote the language: 

These facts, taken together, lead to the conclusion that we cannot now escape 
a drastic decline of more than 20 percent in fiscal 1960 and 1961 military as- 
sistance deliveries to $1.8 billion or less. In short, we are approaching a pay-as- 
you-go basis. This means that annual deliveries will approximately equal 
annual appropriations. 

Well, now if the current rate of delivery is about $1,800 million 
this year and that is the anticipated rate next year, and if we are in 
fact reaching a pay-as-you-go basis where deliveries will approximate 
annual appropriations, then couldn’t we maintain deliveries at current 
levels by appropriating $1,800 million? Why is it necessary that we 
appropriate $2 billion in order to maintain deliveries at current levels ? 

Mr. Irwin. I think that the principal point that we would make, 
Senator Church, is that we believe that the level of deliveries for the 
next 5 years should be on the order of magnitude of $2 billion or more. 
Now 1 fete wanted to maintain a $1.8 billion rate of deliveries, I am 
not sure exactly what the figure would be; but I assume it would be 
different from what you would need to maintain $2 billion in deliveries 
or something above that rate. 

Senator Cuurcu. I would assume if you were to maintain deliveries 
at $1,800 million a year, then you would have to replenish the pipe- 
line by $1,800 million each year ? 

Mr. Irwin. The lead time of certain items at any given time may 
require that you have somewhat more in the pipeline than you deliver. 

Senator Cuurcn. I mean as a continuing proposition ? 

Mr. Irwin. It is a continuing proposition. 

Senator Cuurcu. As a sound matter you put in what you take out. 
That is the point I am also making. 

Mr. Irwin. That’s right. 
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General Lemnirzer. There are certain costs involved here such as 
the overhaul of equipment, preparing it for delivery and for packing, 
crating and shipping expenses that don’t produce hardware at the 
other end. In other words, part of the cost is taken up in the amount 
of administrative expenditures, and those activities that are required 
to deliver equipment to a given country. 

Mr. Irwin. I might say, sir, in coming down to our recommenda 
tion of $2 billion we started out with a much higher military re- 
quirement, as set by the Unified Command and the Joint Chiefs of 
Staff. This figure represents a final decision of the administration 
after consulting between State, Defense, and others that this would 
be the minimum. This does not meet the requirements that General 
Norstad or CINCPAC firmly believe are required for their areas, nor 
does it meet the overall requirements that have been established by 
the Chiefs within which Norstad and Admiral Felt make their requests. 


CURRENT LEVEL OF DELIVERY TO BE MAINTAINED 


Senator Cuurcu. Am I correct in assuming, however, that in rec- 
ommending a $2 billion figure for this year and for the years ahead, 
you are planning to augment deliveries in the years ahead above pres- 
ent on 2 

Mr. Irwin. We believe it would maintain at approximately the 
present level which we have in the past of around the order of magni- 
tude of $2 billion. 

Senator Cuurcn. That is what I say, the order of magnitude of 
$1,800 million this year, and next year the deliveries will be in the 
order of $2 billion. 

Mr. Irwin. Yes, sir, and we consider the $1.8 billion level too 
low. 

Senator Cuurcn. You are now recommending $2 billion in the 
hopes of establishing a $2 billion annual delivery level ? 

{r. Irwin. Yes, sir, in hopes of maintaining it, sir. 

Senator Cuurcu. If you go from $1.8 to $2 billion, you are not 
maintaining current levels but increasing them. 

Mr. Irwin. It has dropped from 2.3 to 1.8 and now we would like 
to bring it up and keep it at 2 billion. 


COMMITTEE JURISDICTION OVER MILITARY ASSISTANCE AS PART OF U.S. 
FOREIGN POLICY 


Senator Cuurcu. I would only like to comment that I think that 
this committee made a serious mistake last year in abdicating its re- 
sponsibility by authorizing this military assistance program for the 
next 3 years, because I think that military assistance is an integral 
part of foreign policy of the United States. I disagree with the 
recommendation that we ought simply to give carte blanche author- 
ization and then let the military go to the Appropriations Committee 
each year for the amount of money that it seeks. 

The military policy of this country is to defend the United States, 
not to supply arms for foreign countries. That makes it necessarily 
un arm of the foreign policy of the United States. Since it is the 
responsibility of this committee to exercise jurisdiction in the field 
of foreign policy, I think that we have impaired our effectiveness by 
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this carte blanche authorization. I think we ought not to have given 
it. It seems to me that having given it, we might expect what 
has in fact occurred; namely, a very large increase in the amounts 
sought this year as against last year. I hope that the committee will 
restore to itself its jurisdiction in this field and exercise continuing 
surveillance over this military assistance program. 

Mr. Irwin. Sir, we agree that this is to promote foreign policy as 
well as defense, but it is largely for our own national defense. We 
have not increased our program because of the continuing authoriza- 
tion. It is true that we have increased our requests for this year, 
which happens to coincide with the continuing authorization, but it 
also happens to coincide with the decrease in the pipeline and our 
need we believe is to go back to this $2 billion level of which we 
speak, 

Senator Cuurcu. I am sure that that would be your recommenda- 
tion and my remarks were directed at the action that this committee 
took in curtailing its jurisdiction in a field that seems to me to be 
foreign policy. I think that in such a field we should continue to sur- 
vey the military assistance program and to authorize it on a year-by- 
year basis. That isall I have to say, Mr. Chairman. 

The Cuatrman. Mr. Secretary, do you have anything further to 
add to the hearing in the light of what has been said this morning? 

Mr. Irwin. No, sir. 

The Cuarrman. We appreciate very much your taking the trouble 
to come up here. Do any of you gentlemen wish to add anything? 

General Lemnirzer. No, sir. 

The Cuatrman. We wish you well. We hope this program is not 
mutilated too seriously in the course of its movement through the 
Congress. I think by and large the military program has fared very 
well. I think the Congress believes it is justified. These administra- 
tive cases are in a sense small, and yet they have great psychological 
impact because they are the kind of thing that ordinary people under- 
stand. They don’t understand most of your operation, but when it 
comes to these administrative problems, they all have some familiarity 
with them and they react. to them. 


INTERACTION OF MILITARY AND ECONOMIC AID PROGRAMS 


Mr. Irwin. Sir, there is one comment I would like to make. That 
is that we in Defense believe there is a needed balance between the 
eons assistance and the economic program, but that we whole- 
heartedly support an increase in the economic side, but not at the 
expense of what we consider a minimum of military assistance. If 
the Congress were so pleased as to increase the economic aid, we 
would ARP ane. 

_The Crarrman. Of course it does help your problem. You can’t 
dissociate the effect of economic aid. 

Mr. Irwin. I do not, sir. 

The Cuarrman. Without sufficient economic aid to help stabilize an 
economy like that of Turkey, your whole military operation would 
be endangered. I think that is quite obvious, because the political 
and economic stability of these countries is absolutely necessary to 
continue your military program. There is no doubt about that. I 
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think the Congress sometimes has been remiss in this respect. ‘They 
seem at times to think you can cut out all the economic help and still 
have an effective military program, and I don’t believe you can do 
this. I do think there are two sides to the same coin. Thank you very 
much. 

Mr. Irwin. Thank you, Mr. Chairman. 

Senator Gore. Mr. Chairman, 

The Cuarrman. Just a moment, please. 

Senator Gore. I will not press you, Mr. Secretary, to indicate the 
great diplomatic and political movements or conditions that prompt 
our giving a submarine chaser for a little Navy that consists of a few 
sampans and fishing yawls, but before we vote on the bill I would like 
somebody to explain that. 

Mr. Irwin. We will be happy to. 

(The material subsequently supplied is classified and is available in 
the committee’s files.) 

The CrHarrman. We will adjourn to 2:30 and meet in F—53 where 
Mr. Riddleberger will appear. 

(Whereupon, at 12:30 p.m., the hearing was recessed until 2:30 p.m. 
of the same day.) 

AFTERNOON SESSION 


The committee resumed at 2:30 p.m., in room F-53, U.S, Capitol. 

Present: Senators Fulbright (chairman), Sparkman, Gore, 
Lausche, Church, Hickenlooper, Aiken, Carlson, and Williams, 

The Cuarrman (presiding). The committee will come to order. 
We have before us this afternoon the Honorable James W. Riddle- 
berger, Director of the International Cooperation Administration, 
who will present the nonmilitary program. 

Mr. Riddleberger, we are very pleased to have you. You have a 
statement, I believe. 


STATEMENT OF HON. JAMES W. RIDDLEBERGER, DIRECTOR, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Riwptevercer. I have, Mr. Chairman. 

Mr. Chairman and members of the committee, I welcome the oppor- 
tunity to appear before you this afternoon in my capacity as Director 
of the International Cooperation Administration to support those ele- 
ments of the fiscal year 1961 Mutual Security Program authorization 
request which are the responsibility of ICA. These include defense 
support, special assistance, technical cooperation, and the ICA ad- 
ministrative expenses, 

This committee has actively participated in the development of the 
program we are discussing this afternoon. This help has been pro- 
vided both in forward-looking policy suggestions and in terms of 
critical surveillance of those operations designed to carry out foreign 
policy. For example, the Subcommittee on State Department Or- 
ganization and Public Affairs has provided helpful and constructive 
criticism in its thoughtful report on the U.S. aid program in Vietnam. 

In a constantly changing world scene, it is not easy to achieve the 
most effective balance between, for example, Europe and Asia, military 
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and economic needs, grants and loans, short-run impact and long- 

‘ange benefits, military allies and neutrals, major projects and diver- 
sified small projects, and eflicient administration while insurmg ac- 
complishment of broad policy objectives in crises situations. At no 
time have these divergent interests been ignored. However, it is 
certainly possible for reasonable and mature minds to reach different 
conclusions on what is the proper balance. With the benefit of hind- 
sight, we can all see where a different emphasis in particular situ- 
ations might have been more effective in achieving a specific result. 
I personally believe that the shifts in emphasis and the changes in 
the program which the executive branch is proposing to you this 
year, and which ICA is, in part, charged to execute, represent a sig- 
nificant forward step. 


THE FISCAL YEAR 1961 PROGRAM 


The fiscal year 1961 program features new elements and shifts in 
emphasis. President Eisenhower’s mutual security message, and the 
presentations of Secretary Herter and Under Secretary Dillon be- 
fore this committee, reflect. an increased concentration of assistance 
for economic growth in certain countries. The Indus program, the 
accelerated growth program in Taiwan, and the special program for 
tropical Africa are included for the first time. The fiscal year 1961 
program recommends a decrease in defense support. It recognizes the 
role of increased contributions by other industrialized free nations. 

The fiscal year 1961 program contemplates continued building and 
strengthening of the defensive shield along the Sino-Soviet arc. New 
emphasis is given to selecting and developing free world economic 
strong points. 


EXPANDED PROGRAM IN SOUTH ASIA 


Both India and Pakistan are embarked on major development pro- 
grams which are being accelerated. Expanded assistance will be re- 
quired of the principal industrialized nations. Major U.S. capital 
assistance to South Asia will be provided primarily through the De- 
velopment Loan Fund. The program administered by the ICA can 
be properly judged only in relation to the other parts of the mutual 
security program and related programs. 

Increased DLF assistance to the India capital resources program 
forms an integral and essential part of our total response to the prob- 
lems of economic development in this country. Our largest technical 
cooperation and Public Law 480 programs are in India, 'To coordi- 
nate our heavy responsibilities in India and to integrate all USS. 
economic activities in India, we have established the position of Eco- 
nomic Minister. Mr. C. Tyler Wood, whom many of you know, is 
the incumbent of this position. 

In Pakistan, our response to the requirement for a heavy flow 
of resources will be made through the provision of defense support to 
finance imports of commodities and a Public Law 480 program of 
agricultural surpluses as well as DLF lending. 

The Indus River Basin program will substantially assist both 
India and Pakistan. It reflects identification of mutual interest. Tt 











154 MUTUAL SECURITY ACT OF 1960 


forebodes important cooperation for the economic stability and prog- 
ress in the subcontinent. 

I believe that the Indus settlement is significant and has great 
prospects. It exemplifies three principles of foreign assistance 
stressed by this committee; namely, eit help. regional cooperation, 
and cooperative action by other developed nations. 


ACCELERATED GROWTH IN THE REPUBLIC OF CHINA 


Turning now to Taiwan, I would like to quote briefly from Presi 
dent Eisenhower’s mutual security message : 

The vigorous and skilled population on Taiwan, the record of growth in in- 
vestment and output, the very real potential for acceleration, offer a prospect 
for a convincing demonstration that under free institutions a pace and degree 
of achievement can eventually be obtained in excess of that resulting under 
totalitarianism. For this purpose, we envisage the full employment of both 
grant and loan assistance to hasten the day of ultimate viability and self- 
sustaining growth. 

The vitality of this economy is impressive. Industrial production 
has more than doubled. The number of private entrepreneurs has 
mushroomed. Some 20,000 manufacturers are now producing goods 
ranging from small household items to heavy capital equipment. 
Agriculture has been expanded and diversified. Yields per acre are 
now among the world’s highest. 

The Government of Free China has prepared a plan for accelera- 
tion of economic growth. This plan has been transmitted to U.S. 
representatives for consideration. The plan includes many significant 
Chinese actions on such problems as tax reforms, noninflationary 
fiscal and monetary policy, more liberal foreign exchange controls, 
and transfer of public owned industries to private hands. 

The many proposed activities should stimulate the private sector 
and induce an increased level of domestic investment. The mutual 
security programs, through an appropriate combination of grants 
and loans, can assist in meeting the foreign exchange costs of this 
investment program. 

The achievement of rapid growth, largely through the vigor of 
the private sector, should have a significant impact in other Far 
Eastern countries. 


CONCENTRATION OF ASSISTANCE—ELIGIBILITY CRITERIA 


Some persons may well ask, as I am sure a number of our stanch 
allies in the underdeveloped areas will ask, “Why are we suggesting 
an increased concentration of development assistance for economic 
growth in Taiwan and South Asia but not in other countries?” 

The answer is essentially twofold: First, that economic develop- 
ment cannot occur solely as a product of external assistance. Real 
development, which yields its broad range of benefits to the general 
population, must mainly be the result of a country’s own efforts. De- 
velopment in the long run cannot be given, or lent, or forced by an 
outside nation. 

The provision of technical or capital assistance cannot induce dy- 
namic progress unless the people themselves are prepared to make 
the difficult economic, eae and political decisions required in the 
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allocation and administration of their own resources. Foreign aid 
can be an indispensable part of accelerated progress. Foreign aid 
can in no sense substitute for fully determined, disciplined self-help. 

Second, there must be an institutional and human resources base 
upon which rapid growth can be built. 

When these two conditions are met, namely, full determination 
and disciplined self-help, plus an institutional and human base capa- 
ble of accelerated growth, then the United States stands prepared to 
utilize a variety of tools and techniques in increased measure to help 
accelerate economic advancement. 

There must be, however, a selective judgment by the United States 
in choosing when and where to concentrate assistance. This requires 
the United States to make certain qualitative judgments on the op- 
portunities for success. The recipient must deal realistically with 
such things as the tax policy, trade policy, and investment policy. 
This Government believes that properly guiding its own actions on 
such judgments does not constitute interference in the internal af- 
fairs of other states. 

The policies of this Government must and do proceed with the 
recognition that our acts can stimulate and can help, but cannot 
substitute for effective self-help. The magnitudes are too great to 
be fulfilled by external aid alone. Other nations must—and many 
do—recognize that it is in their national interest to plan and carry 
the major portion of their own programs for economic independence. 


“REVERSE DOMINO” ‘EFFECTS OF STRENGTHENED NATION 


There is a third reason why it is in the U.S. interest to help those 
countries which attempt to solve their problems with realistic and 
courageous policies and decisions. I call this reason the reverse 
domino effect. We all know the danger of the chain reaction in Com- 
munist aggression. This has been called the domino effect. One small 
free country is invaded or subverted by the Communists. The drive 
of the Communists in knocking down this first country may serve to 
knock down a series of neighboring small countries like dominoes. 

The reverse domino effect comes when a country proceeds toward 
self-sustaining growth. This provides guidance and inspiration to 
other less developed countries farther behind in the growth process. 

We are witnessing a major reverse domino effect in the form of 
increasing efforts by Western Europe to assist the development of 
Asian and African countries. We are also witnessing on a smaller 
but still impressive scale Israel’s efforts by sending technicians to 
assist in Ghana, Nigeria, Burma, and other countries. We see the 
reverse domino effect in Indian aid to Nepal, situated precariously 
within arm’s grasp of Red China. We see it as Taiwan and the 
Philippines extend technical assistance to free Vietnam. These ex- 
amples will be multiplied in the years to come. 

I believe one significant result of the assistance described above will 
be that free peoples everywhere will prefer to continue free if, through 
freedom, economic progress to the stage of self-sustaining growth is 
a discernible and realizable objective. 

Finally, I do not mean to imply that those governments whose coun- 
tries are not yet in a position to qualify for intensive development 

58356—60-——11 





156 MUTUAL SECURITY ACT OF 1960 





assistance should be cut off from assistance required by their special 
circumstances. They may also require assistance to help establish the 
institutional and human resource base capable of accelerated economic 
growth. The main point of the proposal is the recognition that in- 
creased concentration of development assistance will pay the greatest 
dividends if chiefly given to countries ready and willing for dy namic 
growth. 
MAGNITUDES OF ASSISTANCE REQUESTED 


The President’s budget message, his recent mutual security message, 
and the statements of | Secretary Herter and Under Secretary Dillon 
have set before you the amounts required and the purposes for which 
they will be used. The amounts requested of the Congress are the 
amounts needed for an effective program. We are requesting less 
funds in defense support for fiscal 1961 than are at present programed 
for fiscal 1960, more for special assistance _ more for technical co- 
operation. than is available for the present year. The amount for ad- 
ministrative expenses is increased sttnitly to meet requirements 
for the expanded operation in Africa, and other relatively inflexible 
requirements such as automatic pay increases. 


DEFENSE SUPPORT AND SPECIAL ASSISTANCE AND SECTION 503(C) 


Congress enacted last year section 503(c) of the Mutual Security 
Act. This called for the executive branch to present plans by country 
for reduction and elimination where possible of grant economic assist- 
ance in the categories of defense support and special assistance. This 
legislative emphasis provided by this committee on long-range plan- 
ning in the future of grant economic assistance is particul: urly 
welcome. 

We are prepared to discuss these plans in detail. Today I would 
like to make a general observation. Our program pt esentation could 
convey to you the impression that our total defense support and 
special assistance programs are merely a summation of responses to 
individual country situations. It may appear that with some work 
and good luck, these individual situations can be remedied and then 
the United States can get out of the economic assistance business. | 

In part, this is a true representation. It would be necessary to add 
that defense support and special assistance magnitudes are a func- 
tion of the general state of international political and military 
relationships. 

In the long run the level of appropriations required will depend 
in large part on events beyond the control of either the United States 
or of our friends and allies. Requirements for defense support and 
special assistance over the next several years may possibly go down 
significantly, or they could go up. 

To illustrate my point, there are a number of signs indicating that 

Yommunist, China, a decade from now, will have grown in economic 
strength to the point where its external power potential may equal— 
or even exceed—that of Russia at the beginning of World War II. I 
do not mean by this that Communist China will by that time rank 
with the most powerful nations, but it may command economic re- 
sources which will have greatly increased its capability for armed 
aggression and economic penetration. 
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The Communist conquest of mainland China caused a tragic power 
shift in Asia. It threw to the Communist side the vast human and 
material resources of Asia’s largest country. We can only assume 
that the Communists will continue to ruthlessly exploit these resources 
to the full and that their war machine will continue to grow in 
strength. We must also assume that they will make full use of their 
growing economic power in intensifying their politico-economic offen- 
sive against the free nations along the periphery of China. 

In this situation grant economic assistance in present, or modified, 
amounts and kinds will play a key role in thwarting Communist at- 
tempts to overwhelm or undermine the countries along the arc of free 
Asia from Afghanistan to Korea. Defense support funds are needed 
to maintain their military posture. 


DEFENSE SUPPORT AND COUNTRIES RECEIVING IT 


Defense support is economic assistance provided to 12 countries 
which are contributing military forces and forward military bases es- 
sential to the security of the free world. 

Eleven of the 12 defense support countries either border directly 
on, or are separated by narrow strips of water from, the Sino-Soviet 
bloc. 

Defense support, by supplementing their economic resources, assists 
the recipients to make the military contribution we and they agree 
is necessary, but which they could not otherwise make without in- 
curring economic instability, or inviting serious internal morale prob- 
lems. These 12 nations span half the globe, from Spain to Korea, 
and constitute a vital part of our forward defense. All 12 are in 
varying degrees economically underdeveloped. To increase their fu- 
ture economic self-reliance and defense capabilities, it is in our inter- 
est to help them develop greater internal economic strength. 

From an assessment of these considerations, we are requesting $724 
million for these 12 defense support countries, as compared with last 
year’s request of $835 million and a program this current fiscal year 
of at least $765 million. Thus, a significant reduction has been pos- 
sible, particularly in Europe and the Middle East, while maintaining 
our security posture around the periphery of the Sino-Soviet bloc. 

As compared to the amounts allocated for fiscal year 1960, in fiscal 
year 1961 the program calls for decrease in eight countries, increases 
in three countries and in one country there is no change. Eighty- 
three percent of the total request is earmarked for countries on the 
periphery of Communist China. 


SPECIAL ASSISTANCE 


Special assistance is economic aid that is necessary to achieve politi- 
cal, economic, humanitarian, or other objectives in any country where 
the United States is not providing military assistance in support of 
significant military forces and where the needs for such assistance 
cannot appropriately or fully be provided under technical cooperation 
or from the Development Loan Fund. Special assistance is also the 
source of funding for certain regional or worldwide programs, such 
as that for malaria eradication, which serve important U.S. interests 
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and which are not appropriate for financing under other categories of 
assistance. 

Special assistance may conveniently be divided into four categories: 
(1) Major country programs, (2) the special program for tropical 
Africa, (3) functional programs, and (4) special activities; $268.5 
million is requested as compared with last year’s request of $272 
million and a program this current fiscal year of at least $259.6 million. 


COUNTRY PROGRAMS 


The 10 major country programs total $179.75 million, or 67 percent 
of the total. These countries are Libya, Morocco, Tunisia, Berlin, 
Afghanistan, Israel, Jordan, Burma, Haiti, and Bolivia. The 
amounts for these countries are, in general, extremely firm and are 
not susceptible to significant reduction without material loss in terms 
of the attainment of U.S. foreign policy objectives. 


SPECIAL PROGRAM FOR ‘TROPICAL AFRICA 


The special program for tropical Africa is $20 million. With ref- 
erence to the probable future increases in special assistance programs 
in Africa, President Eisenhower said of the special program for tropi- 
cal Africa in his mutual security message : 

It is my belief that this initial effort must grow significantly in the immediate 
years ahead and complement similar efforts on the part of other free world 
nations so that the capacity of the new and other developing nations in Africa 
to manage and direct their development can be strengthened and increased 
rapidly and effectively. 

We do not want, nor is it possible, to turn our back on this continent 
four times the size of the United States, with more than 200 million 
people. 

I believe this committee will agree that the degree of our involve- 
ment in the African Continent can be expected to increase rather than 
decrease. I believe you will further agree that we are facing a sit- 
uation in Africa wherein grant assistance rather than loan assistance 
will continue to be a necessary tool in our response to many of the 
African needs such as education and training. 

Current political developments, as was perceptively discussed in 
the report of this committee last year, are tending toward a fragmen- 
tation of the continent into many separate units. The African leaders 
themselves are concerned with the problem. They are seeking ways 
to establish closer ties between their countries. We propose that a 
portion of the program be used for activities to encourage the separate 
African political units to work together on common problems of 
economic and technological development. We plan to support multi- 
country planning, conferences, workshops, and other related activities. 


FUNCTIONAL PROGRAMS 


The functional programs include malaria eradication, community 
water supply development, international medical research, aid to 
American-sponsored schools abroad, investment incentive fund, and 
the voluntary contribution to the United Nations Emergency Forces. 
These functional programs account for 18 percent of the total. 
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SPECIAL ACTIVITIES 


The “Special Activities” category includes a variety of essential 
activities such as modest projects to complement technical coopera- 
tion, engineer construction unit projects in Latin America, and sup- 
port of the Central Treaty Organization civil aviation project. These 
activities account for 8 percent of the total. 


TECHNICAL COOPERATION 


Technical cooperation needs no detailed exposition before this com- 
mittee, which has over the years been instrumental in evolving its pur- 
poses and identifying its capabilities. 

For the bilateral program we are requesting $172 million for fiscal 
year 1961, an increase of $12 million over the program for this current 
fiscal year. Approximately one-third of the increase occurs because 
of expansion of operations in Africa, with the balance of the increase 
being for selected purposes in other parts of this worldwide program. 


CONCLUSION 


In conclusion may I restate my conviction that the program being 
presented to the Congress is responsive to the instructions of the 
Congress and will enable us to advance toward the objectives and 
purposes to which we are all dedicated. 

That concludes my prepared statement, Mr. Chairman. 


OBTAINING AND TRAINING QUALIFIED PERSONNEL FOR OVERSEAS WORK 


The Cuairman. Thank you. Mr. Riddleberger, do you have any 
trouble in obtaining an adequate supply of experienced and qualified 
people to represent you in the foreign field ? 

Mr. Rippiesercer. Mr. Chairman, I think the answer in one word 
to that is “Yes.” We are in many respects adequately supplied in 
certain categories of our work where experience has been built up over 
a period of years. 

When we go into certain other types of activities which require a 
high degree of technical proficiency, then we do have difficulties. 

The Cuatrman. Do you have any organized institute for the train- 
ing of your officers ? 

Mr. Rippesercer. Oh, yes, sir; we have a number of programs of 
training. 

The Cuamrman. What are they? Would you describe them. 

Mr. Riwpvesercer. Yes, sir; with pleasure. I think perhaps the 
committee is already aware of the emphasis which we had placed upon 
the selection and recruitment of our personnel, including what we 
think are improved methods of doing this. We have likewise ex- 
panded, Mr. Chairman, our language training considerably. We do 
that both through assignment to the Fore ign Service Institute and 
through a priv ate language training center; also, an expanded pro- 
gram of language training on the spot. We have also developed a 
programing course on Africa. 

The Cuarrman. Do you have an institute? 
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Mr. Rippiezercer. We utilize the State Department institute for 
language training. 

The CHarrman. How many people do you send to that institute? 
How many do you have there now? 

Mr. Rippiesercer. I do not think I have the figure in mind, Mr. 
Chairman. We can supply it. In addition to that, of course, we as- 
sign ICA officers to such training courses as the National War College. 

(The information referred to 1s as follows :) 


STATEMENT ON FORMAL TRAINING OF ICA PERSONNEL FOR IMPROVED OVERSEAS 
PERFORM ANCE 


Formal training of ICA personnel for improved performance overseas includes: 

(a) Three weeks intensive orientation, supplemented by individual briefings 
and by followup at post for all new overseas employees. 

(b) Ninety-three employees (and 20 wives) completed full-time language train- 
ing in the first 6 months of fiscal year 1960, supplemented by part time “‘at post’”’ 
language training in which more than 1,000 employees and 365 wives were 
enrolled. 

(c) Forty employees each year receive full-time training of 5 months’ duration 
at the “Institute on ICA Development Programing” at Johns Hopkins University. 

(d) Forty additional employees receive each year full-time 5 months’ training 
on Africa in a special course conducted by Boston University. 

The Cuarrman. How many do you assign to the National War 
College ? 

Mr. Rippiesercer. At the moment I think we have one there, and 
there will be another one there when the course starts again. 

The Carman. One there? 

Mr. Rippiesercer. At the moment. 

The Cuamman. How many employees do you have all together 
in the ICA? 

Mr. Rippiesercer. Including—I suppose we have to break it down 
according to category. It must be roughly about 17,000 overseas 
overall, including local employees—including foreign nationals, and 
employees of contractors, and locals doing our work and paid from 
host government trust funds. 

The Cuarrman. One out of 17,000 is not a very impressive educa- 
tional role, would you say ? 

Mr. Rippiesercer. I was only referring to the National War 
College. 

The Crarmman. How many do you have in any other institution ? 

Mr. Rippienercer. We have, I should say, in language training 
abroad, we must have over 1,000 employees engaged in that. 

The CHatrrmMan. You mean who are on the posts abroad ? 

Mr. Ripptesercer. On the post, in addition to those that are taking 
courses here. 


CRITICISMS OF ADMINISTRATION AND PERSONNEL OF ICA 


The Cuatmrman. Tell me, Mr. Riddleberger, how do you explain 
these constantly recurring allegations that appear in the press and 
in books about waste and mismanagement in the ICA? I refer par- 
ticularly to the stories that came out last year about Vietnam, the 
Philippines, Korea, and Bolivia. The principal criticism of the ICA 
has been concerned with administration and the competence of ICA 
people to represent us abroad, has it not ? 
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Mr. RippeserceEr. I certainly have that impression from reading 
the press. 

The Cuarrman. How do you account for that? 

Mr. Rippiesercer. I should account for it, I think, primarily in 
two ways. The first is that I note that the criticism is usually di- 
rected toward the situation in countries which have been under great 
stress and strain, which have either been the victims of war or Com- 
munist penetration or internal revolution, and therefore the situation 
itself, it seems to me, has been inherently more difficult in the coun- 
tries at which much of this criticism has been directed. Now, i 
saying that, I do not imply there have been no mistakes made, Mr. 
Chairman. But I would like to point out that in countries such as 
Bolivia and Vietnam, the situation which was encountered there when 
the aid operations were commenced was one of unrest or revolution 
or war. 

The Cuarrman. Last year we had one of your employees, who was 
the principal source of the stories by Mr. Colegrove, before the com- 
mittee. In my opinion he was obviously unqualified to represent a 
serious program, and I could not understand why you had to have 
him. The only explanation was that you do not have anybody better. 

Mr. Riwpiesercer. I interviewed him, Mr. Chairman, and I had 
exactly the same impression you had. Why we had him, I really 
do not know. I take it that in his professional background there 
had been certain reasons for his employment. 

The Cuarrman. We examined him and we could not find any. 

Mr. Riwpieeercer. I was not impressed by them, either. 

The Cuatrman. The only reason apparently was that he could 
speak a little French and that was about all. 

Mr. Rippiepercer. Yes. 


NECESSITY OF SPECIAL TRAINING PROGRAM FOR ICA PERSONNEL 


The Cuarrman. Now, this morning the military people said that 
they have a training institute of their own for the people whom they 
send abroad to administer the military assistance program. If they 
can afford to do this, why can you not have some serious training 
program for your people? 

Mr. Ripptesercer. I should suppose, Mr. Chairman, that we have 
an inherent difficulty that is not present in the case of the military 
establishments. As everyone in this room knows, the ICA has been 
through many transformations. I would not pretend that we have 
what might be described as a permanent charter. We move from 
year to year, and under authorizations that have to be made annually. 
Therefore, I think it has been more difficult for the ICA to set up some 
of these longer range programs. 

The Cuarrmay. Is your personal belief that this program is likely 
to be discontinued in 1 or 2 or 3 or 4 or 5 years? 

Mr. Rippterercer. It is certainly not my belief, Mr. Chairman. 

The Cuarrman. You believe it will go on for a long time? 

Mr. Rippiesercer. I think it is with us for a long time. 

The Cuamman. Why do you not propose then that a training in- 
stitute be set up for your personnel going abroad to train them se- 
riously and thoroughly ? 
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Mr. Rippiesercer. We have attempted to take advantage of the 
facilities that have already been established in the—primarily in the 
Department of State, and, in addition to that, have set up several of 
our own. 

The Cuarrman. I asked you about several. I cannot get at the 
root of this. Have you set up an institute for training? 

Mr. Rippiesercer. We set up an institute, but not an institute 
within ICA itself, sir. 

The Cuatrman. What is it? 

Mr. Rippiesercer. We set up many training courses for personnel. 
We have done it for the program officers by a contract with the School 
of Advanced Studies of Johns Hopkins University, we have done it 
in the case of Africa by a contract with Boston University. In ad- 
dition to that, of course, we have what might be described as the 
standard orientation courses within the ICA, which, in effect, is 
similar to that done by the military. But we have no permanent in- 
stitution, Mr. Chairman, for the training of our people. 


OVERCROWDED TRAINING FACILITIES OF OTHER AGENCIES 


The Cuarman. Are not these other institutes you mentioned, the 
War College, for example, overcrowded? They have to limit their 
people very severely, do they not? 

Mr. Rippiesercer. Very much so. 

The Cuarrman. And they let you send one there. It does not seem 
to me that one is very significant. How many do you put into the 
institute maintained by the State Department ? 

Mr. Rippiesercer. That is primarily the language training pro- 
gram. 

The CHarrman. Even that is overcrowded. 

Mr. Ripptepercer. That is overcrowded. 

The CHatrman. We asked them if they would take the wives of the 
ambassadors and they said they are crowded; but they finally have 
agreed to take the wives whenever there is room. I have not checked 
up on how much room there was, but my guess is there will be very 
little room. 

Mr. Rippiepercer. I am afraid that is the case, Mr. Chairman. 

The CuarrMan. Well, if it is the case with wives it is probably the 
case with your personnel. You can only have whatever room they 
allow you. 

Mr. Rippiesercer. That is right. 

The Cuarrman. And you have not yet said, but I predict it would 
be a very small number, would it not ? 

Mr. Rippiepercer. I am afraid it would not be very large. 


PROSPECTS OF SETTING UP INDEPENDENT TRAINING PROGRAM FOR ICA 


The Cuarrman. If you believe this is going to be a long-term pro- 
gram you had better do something about it because this is the prin- 
cipal criticism of your operation, is it not? 

{r. Rrppiesercer. That is correct, Mr. Chairman, and I feel per- 
sonally that it will be possible to effect a number of other internal 
reforms which will improve the efficiency of our operation. Whether 
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we would obtain the necessary blessings to set up a longer term plan 
for training, I am not so certain. 

The Cuamman. Do you have authority under existing legislation 
to do that? 

Mr. Rippiesercer. Sir, it is not so much that; it is the question that 
we have to obtain the renewal of our authorization every year. 

The Cuarrman. Well, of course, you know how I feel about it; I 
think it ought to be on a longer term basis, both this and the Develop- 
ment Loan Fund. The military depend upon annual appropriations. 
Granted that the country believes that the military is more perma- 
nent, perhaps, they still depend upon annual appropriations, do they 
not ? 

Mr. Rippiesercer. Yes. 

The Cuatrman. I think if we are going to make a success of this 
program—if we are to cure this basic trouble in the program—we are 
going to have to move toward a training program similar to that of 
the military. 

Mr. Riwpiesercer. Mr. Chairman, after I arrived in Washington 
last summer, I made what might be described as at least a few falter- 
ing steps in this direction, starting in rather a modest way, but I am 
sorry to report that they did not get anywhere. 

The Cuatrman. Where were they stopped ¢ 

Mr. Ripptesercer. Well, they were stopped in a number of agencies. 

The CHarrMan. Well, where? 

Mr. Rippiesercer. Well, I guess primarily in the Budget Bureau. 

The Cuarrman. Well, why are you so reluctant to say so? In other 
words, the Budget Bureau did not approve of your setting up training 
facilities, is that correct? 

Mr. Rippiesercer. This was a minor step, but I think an approach 
in the right direction. 

The Cuatrman. They disapproved even of a minor step, is that 
correct ? 

Mr. Ripptesercer. That is correct. 

The CuHatrman. You need not be embarrassed about it, because 
it is not the first time such disapproval has occurred. 

Mr. Rippiesercer. That is right, that is not the first time. 


POLITICAL APPOINTEES IN ICA POSTS 


The Cuatrman. Mr. Riddleberger, how many of your ICA chiefs 
are political appointees ? 

Mr. Rippiesercer. I could not answer that question offhand. 

The Cuarrman. Well, are there several ? 

Mr. Rippiesercer. Yes, in the generally accepted sense of the term, 
yes, there are several in these policy level positions. 

The Cuarrman. Can you supply the committee with how many of 
them are political appointees and how many came up through the 
ranks? 

Mr. Rippiesercer. I think that can be done. 

(The material referred to is as follows:) 





a ee ee a 


ee a. ee 





MUTUAL SECURITY ACT OF 1960 169 


STATEMENT ON CAREER AND NONCAREER ICA OFFICIALS 


The following information is furnished in response to specific request and to 
amplify related matters discussed : 

1. Civil service career regulations apply to all but policymaking positions in 
the United States, and career service concepts are applied to all but policy- 
making positions abroad. 

2. The Agency has four positions which are filled at the personal direction 
of the President and are confirmed by the Senate. These include the Director, 
the Deputy Director, the Deputy Director for Operations, and the Deputy Director 
for Management. 

James W. Riddleberger, Director: Appointed March 9, 1959. Has been 
with the Department of State since 1929 in increasingly responsible posi- 
tions. Attained rank of career minister in 1949 and ambassador status in 
1953. 

Leonard J. Saccio, Deputy Director: Appointed on August 28,1958. Joined 
ICA in 1954 as Deputy General Counsel and assumed the position of General 
Counsel in May 1956. Prior experience included service with New York 
State, U.S. Department of Justice, private law practice and private enter- 
prise. 

D. A. FitzGerald, Deputy Director for Operations: Appointed March 23, 
1953. Began his Government career in 1935 and has held responsible posi- 
tions with the U.N., FAO, and the Department of Agriculture. Has been 
with ICA and predecessor organizations since 1948. 

John J. Grady, Deputy Director for Management: Appointed February 
23, 1960. Began Government career in 1940. Owned and managed a small 
business enterprise for 5 years before returning to Federal service in 1951. 

Under the terms of section 526 of the Mutual Security Act, provision is made 
for ICA mission directors and deputy directors to serve at the pleasure of the 
President. As a practical matter, the directors and deputy directors are ap- 
pointed and may be removed at the discretion of the Director of ICA. ICA 
fully supports this provision of law, inasmuch as it provides for flexibility in the 
selection and removal of officers which the Director needs in order to meet his 
responsibilities for proper administration of the Agency. 

Appointments and assignments to the positions of Director and Deputy 
Director of ICA Missions abroad since January 1, 1959 have been made from 
the following sources: 


mr Hromotion or assignment withie IUA.. W604 kee deeneetnaeee 53 
By assignment of career Foreign Service officers from the Department of 


For information there is set forth below a brief statement on the qualifications 
of the nine persons appointed from outside of the Government. 

Carlton R. Adams, Deputy Director, USOM/Colombia: Retired rear ad- 
miral with pertinent previous experience. 

Raymond B. Allen, Director, USOM/Indonesia: Served as chancellor of 
the University of California at Los Angeles and as president of the Univer- 
sity of Washington. 

Henry Chalfant, Deputy Director, USOM/Israel: Had substantial high 
level executive experience in business. 

Lester G. Christerson, Deputy Director, USOM/Ghana: Had extensive 
executive level experience in both government and industry prior to ICA 
appointment. 

Donald O. Coster, Deputy Director, USOM/Vietnam: Had pertinent pre- 
vious high level experience in both government and business and is fluent in 
the French language. 

John Heilman, Deputy Director, USOM/Korea: Had previous experience 
as Deputy Regional Director of the ICA Office of Latin American Operations 
and prior to that was president and general manager of the Industrial & 
Agricultural Development Corp. in Caracas. 

Roy E. James, Deputy Director, ICA mutual security mission to Taiwan: 
Had considerable high level U.S. Government experience prior to service 
with ICA and has knowledge of the Chinese language. 

Charles H. Russell, Director, USOM/Paraguay: Had high level State 
government experience including 8 years as Governor of the State of 








170 MUTUAL SECURITY ACT OF 1960 


Nevada. Also had high level experience in journalism and business back- 
round. 

. John D. Thompson, Deputy Director, TCM/India: Had outstanding high 

level experience in industry prior to ICA appointment. 

ICA has selected its mission directors and deputy directors from outside the 
Government with a view to placing only those people who had demonstrated 
in their prior experience high capacity for executive leadership as well as a 
strong interest in the objectives of the Mutual Security Program. In each case, 
a favorable judgment has been made in terms of the individual’s ability to plan 
and exercise leadership in complex governmental programs. 

The CHarrman. You are a career Foreign Service officer, are you 
not ? 

Mr. Rippiesercer. Yes, sir. 

The Cuarrman. You are not a political appointee ? 

Mr. Rippiesercer. No, sir. 

The Cuatrman. But, I think, this bears upon this subject of their 
qualifications. We would appreciate it if you would supply the 
committee with that information. I am surprised you do not know 
it. Has it not ever occurred to you this was a matter of importance? 

Mr. Rippiesercer. Yes, Mr. Chairman, it has occurred to me. 
What I cannot supply out of my head is the figure. I have been over 
the list myself with the utmost care. 

The Cuarmman. When you do have a political appointee to one of 
these positions, do you subject him to any training program ? 

Mr. Rippiesercer. Certainly, when he comes in, we give him imme- 
diately a rather intensive, I think it is described as an orientation 
course. 

The Cuatrman. Orientation course? 

Mr. Rippiesercer. Yes. 

The Cuarrman. How long would that normally last? 

Mr. Ripp.esercer. It depends somewhat upon the complexity of 
the program and the country to which he is going, and, of course, he 
gets it directed toward that end. 

The Cuarrman. Sometimes it lasts a week, 2 weeks? 

Mr. Rippiesercer. Oh, it can last longer than that. 

The Cuarman. Two weeks? 

Mr. Rippiesercer. Several weeks, yes. 

The CHarrmMan. Several weeks? 

Mr. Rippiepercer. Yes, three. Yes, I do not think there is any 
doubt that almost all attend for these several weeks, Mr. Chairman. 


CONTINGENCY FUND 


The Carman. What is your conception of the contingency fund? 

Mr. Rippiesercer. I think as the name implies, that it is designed 
to meet situations that may arise that cannot be entirely foreseen. 
That is —_T the primary purpose of the contingency fund, but 
as you know, it has been used to supplement programs when the need 
has arisen. 

The Cuatrman. Well, some of your assistance under the contin- 
gency fund seems to be recurring. When that happens, it would 
seem that it is misleading to keep supporting certain countries out of 
the contingency fund when they ought to be included in the regular 
program as most recurring programs are; is that not correct? 
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Mr. Rippiesercer. I think, in general, sir, that is correct. But 
there are a number of situations that may evolve in the course of a 
given fiscal year which make recourse to the contingency fund, in my 
opinion, entirely valid. For example, you have such natural disas- 
ters as Agadir, let us say, which was a recent case where we supple- 
ment special assistance from the contingency fund, and also unfore- 
seen changes, let us say, in the balance of payments of the economic 
posture of a given country. 

The CuHatrman. Senator Carlson, do you have a question ? 


CONTINUITY OF PERSONNEL IN CHANGING AGENCIES 


Senator Cartson. Well, following along with the question, I was 
just trying to think back. The ICA, of course, is the outgrowth of 
another agency, and this entire program starts awhile back. I do not 
know the years, but when did ICA start ? 

Mr. Rippiesercer, It goes back tothe Marshall plan, sir. 

Senator Cartson. What year was that ? 

Mr. Rippiesercer. 1948. 

Senator Carson. 1948. Then we followed that with MSA? 

Mr. Ripptevercer. MSA. 

Senator Cartson. What year was that? 

Mr. Rippiesercer. MSA came into effect, I think either late 1950 
or early 1951, I believe. 

Senator Cartson. Then, if I remember correctly, the Foreign Op- 
erations Administration. 

Mr. Rippiesercer. FOA, I think, was the successor, and then ICA, 

Senator Lauscue. Would you be so good as to identify by name 
instead of alphabetically. 

Senator Cartson. I will say to the Senator from Ohio, I know the 
alphabetical terms but I do not know what the cipher is. But I am 
sure, for the record, these folks can identify them. 

The agencies referred to are: 

ECA—Economic Cooperation Administration. 

MSA—Mutual Security Agency. 

FOA—Foreign Operations Administration. 

ICA—International Cooperation Administration. 

But the reason I bring this up is that we are talking about personnel 
and I agree with the chairman that is one of the problems. Now 
some of this personnel is carried on through. Even though the name 
of the agency was changed, they continued on, and have been in the 
agency from, say, 1948 on. 

Mr. Rippiesercer. Yes. 

Senator Cartson. So after all, it is not completely different per- 
sonnel every time you change the name of the agency. 

Mr. Rippiesercer. That is correct, Senator. 


INDECISION AT TOP LEVELS OF ICA 


Senator Cartson. That is the point I wanted to get at. I have, 
like every other member of this committee, been concerned about some 
of the drawbacks in your operations as a result of personnel. Your 
agency has some very fine contracts with land grant colleges that are 
doing splendid work—I have personally investigated some of them. 

58356—60——12 
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The complaint I get from the presidents of these colleges who are 
interested in helping develop some of these land and irrigation pro- 
grams, is the problem of getting a decision. I do not want to mention 
names, but within the last month in one of your very important opera- 
tions the problem that these dedicated people have had was this, “We 
cannot get the top man to make a decision.” I know you have some 
letters to this effect in your files, and I could give you copies of them. 
Is it not possible to get decisions from some of these people in the top 
places when we have got people out there, hired to do specific jobs, dedi- 
cated to those jobs? It hurts. 

Mr. Rippiepercer. Senator, I have talked to several of the pres- 
idents of these colleges, and, indeed, made one trip last fall and had 
a long chat with a president who described some of the difficulties 
he had. Also, last year we made a determined effort to improve our 
procedure in connection with the letting of contracts. That is par- 
ticularly where the difficulties arose, I think. 

Now I should be perfectly frank, Senator, in responding to this. We 
have enormous difficulties in this field, because we are bound by both 
congressional mandates and internal regulations in the letting of 
these contracts, which are in effect for the protection of the funds of 
the United States, and we attempt to weave our way between what is 
practical and what the universities think they can do, and what we 
are required to do either by law or by Government practice. And I 
can assure you, sir, it is a very difficult path. I think we have been 
able to improve the system on contracts. I would not pretend that it 
is perfect yet. 

Senator Cartson. I believe that is all, Mr. Chairman. 

Senator Sparkman. Senator Lausche. 


SPECIAL ASSISTANCE PROGRAM: COMMUNITY WATER SUPPLY 


Senator Lauscne. Yes. I would like to direct your attention to your 
special assistance discussion. You divide it into four categories, and 
the third covers functional programs. 

Mr. Ripptesercer. Yes. 

Senator Lauscne. Is that correct? That is on page 14 of your 
statement. 


Mr. Rippiesercer. Yes. 
Senator Lauscnur. Now then, on page 14 you describe functional] 


programs to include malaria eradication and community water supply 
development. It is on the subject of community water supply develop- 
ment that I would like to talk to you. In your scale of importance, in 
what category do you put this water supply subject? 

Mr. Rippiesercer. I should say, Senator, it occupies an important 
place. Of course, that would depend a oreat deal upon the develop- 
ment of a given country. In other words, it might have a greater 
importance in country A than it would in country B. 


INDUS BASIN WATER PROGRAM AND COUNTRIES CONTRIBUTING TO PROJECT 


Senator Lauscue. That is correct. I observe there has been con- 
siderable discussion in each of the papers about the Indus Basin water 
impoundment. ‘That is considered of great significance in that area, 
is it not? 
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Mr. Rippiesercer. Yes, sir; I think on two counts: The first, of 
course, is the project itself, which we hope will redound to the eco- 
nomic, to the great economic benefit of both India and Pakistan. And, 
of course, the second aspect of it is what we hope will be a lessening 
of the political tensions between India and Pakistan, if this dispute 
can be settled and if this project goes through. 

Senator Lauscue. Do you have in mind what the total costs of that 
project will be? 

Mr. Rippiesercer. Yes, sir. 

Senator Lauscue. Will you describe it and what financing partici- 
pating countries will provide. 

Mr. Rippiepercer. Yes, sir, I suspect, Senator, I am not the best 
witness on this because it has not been the ICA 

Senator Lauscue. Is it the Development Loan Fund? 

Mr. Ripptesercer. No, sir; it has been done, as you may recall from 
the legislation which we proposed, as amending legislation, in the 
Mutual Security Act for this year, and under the aegis of the World 
Bank. 

Senator Lauscue. Isee. All right. 

Mr. Rippiesercer. But I can give the figures, Senator, if you would 
like to have them as we know them today. 

Senator Lauscue. If you have them immediately handy, yes. 

Mr. Rippiepercer. Yes, sir; we have six countries that are pre- 
pared to participate in this enterprise, and roughly speaking, the 
amounts as they are contemplated today are as follows: Australia, 
$15 million—all these figures are in dollars. There may be equivalents 
but I will give them in dollars. Australia, $15 million in grants; 
Canada, about $22 million in grants; West Germany, $30 million; New 
Zealand, approximately $3 million; the United Kingdom, about $58 
million. And then the United States, $177 million in grants, $103 
million in loans, and $235 million in equivalent of local currency. 
In other words, the accumulations that we now have or will have with- 
in the two countries in local currencies, obviously that would not be 
in dollars, but I expressed the figure in dollars. 

Then from the World Bank, $103 million in loans to India and 
Pakistan. 

That comes to a total of approximately $746 million, and on the 
present estimated basis of a cost of approximately $1 billion, the rest 
will be put up in local currency by India and Pakistan. 

Senator Lauscue. That project is being developed for the purpose 
of stabilizing and strengthening their economy, by providing irriga- 
tion, water supply, and otherwise? 

Mr. Rippiesercer. And to settle the dispute over the allocation of 
the waters of these rivers. 

Senator Laucue. The nations that form a part of the World Bank 
are participating insofar as they are members of the World Bank? 
Mr. Ruwwpiesercer. And under the direction of the World Bank. 

Senator Lauscue. Then you have identified these supplemental 
contributions that are being made by Australia, New Zealand, the 
United Kingdom, Canada, the United States 

Mr. Riwptesercer. The United States, West Germany, and the 
World Bank itself. 

Senator Lauscur. Yes. That would demonstrate then that the 
nations of the world are of the opinion that for the security and peace 
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of the world they should all join in providing aid in the development 
of the economies of India and Pakistan? That is correct? 

Mr. Ripptesercer. That is correct, Senator. These are, of course, 
all free countries. 

Senator Lauscue. I understand that that same motive underlies 
the general recommendation which is being made by the administra- 
tion in providing aid for other less developed countries. 

Mr. Rippiesercer. Less developed countries and, sir, in addition 
you may recall there was the meeting in Washington only recently 
of a development assistance group, the principal West European 
countries, plus Canada, the United States, and Japan. 


OTHER PROGRAMS OF WATER RESOURCES DEVELOPMENT 


Senator Lauscur. Yes. Now then, going to Egypt, is there any 
particular attention being given to Egypt about helping solve their 
human water consumption problem? ‘That is, the Aswan Dam will 
be for irrigation purposes. Is there any special attention being given 
to the former problem ? 

Mr. Rippiesercer. My recollection is, Senator, that in a modest way 
we do cover that by a relatively limited technical cooperation program 
which we are at present carrying on in Egypt, in the UAR. It is 
not a large affair at all. 

Senator Lauscue. That is well water supply development. Tell 
me if anywhere you are giving consideration to the building of de- 
salinization plants? 

Mr. Rippiesercer. Yes, sir; we are. I believe the most recent de- 
velopment along that line was in Tunisia, I think, and I have been 
informed, Senator, that there are some very interesting developments 
in this field. I am told that it is a question of cost largely, and the 
difference of costs between various processes. I do not pretend to 
be an expert in this, but I gather there has been progress made. 

Senator Lauscue. Well, the supply of drinking water is a very im- 
portant subject to many nations. 

Mr. Rippiesercer. It is and, particularly, in the Near East. 

Senator Lauscue. Is any thought being given along that line for 
Egypt, as far as you know? 

Mr. Rippiesercer. As far as I know, I do not think we are involved 
in it. Whether or not the Egyptians on their own have looked into 
it, I do not know, sir. 

Senator Lauscue. All right. This $20 million that is being asked 
to be appropriated will cover some of the extremely less developed 
areas of Africa? 

Mr. Ripptesercer. Very much so, Senator. 

Senator Lauscue. You will be trying to work out regional programs 
that will be applicable to more than one nation, is that ith 

Mr. Ripptesercer. That is our hope, Senator. 


ICA PROGRAM AND OTHER HELP FOR AFRICA 


Senator Lauscur. What is the total amount of money tnat your 
agency is asking for Africa itself? 

Mr. Rippiesercer. May I say, first, that this $20 million request 
is additive to the other technical assistance programs. 
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Senator Lauscue. Yes. 

Mr. Rippiesercer. And refers to Africa, tropical Africa, roughly 
south of the Sahara. I will have to get the figures because we do 
have special assistance aid to countries of northern Africa. I think 
we can, perhaps, give it to you. Special assistance—this is all of 
Africa, Senator, not only tropical Africa. 

Senator Lauscue. That is your agency ? 

Mr. Rippiesercer. Our agency; $115 million in special assistance, 
which includes the $20 million special fund to which I alluded, and 
then approximately $24 million in technical cooperation, making a 
total of approximately $139 million. 

Senator Lauscue. $139 million. Then, in addition to that they 
will have the benefit of our Development Loan Fund to a limited 
extent; is that correct? 

Mr. Ripptesercer. To a limited extent they will, sir. I would like 
to make one caveat about that. With reference to Africa south of 
the Sahara, I think we have to recognize the fact that, certain or in- 
deed many, of these emerging countries have not yet reached a state 
of economic development which would lend great encouragement to 
their prospects for Development Loan Fund assistance. In other 
words, Development Loan Fund, which generally works on a project 
basis, has to have something on which to work. 

Senator Lauscue. The point I am trying to make is one that was 
brought out last week when we considered a report that was filed on 
Africa. The concern was that we are neglecting Africa and are 
likely to lose it to Soviet Russia. The fact is that some newspapers 
are stating that it is already lost to Soviet Russia. 

However, it is a fact, is it not, that the African nations will have 
the benefit not only of our mutual aid program but of all the strength 
that we put into these financial institutions, of which we are the 
principal member, and most often a 30-percent and 33-percent con- 
tributor of the funds ? 

Mr. Ripptesercer. That is correct, Senator; that is correct; and 
may I add to that, of course, what we hope will be contributions from 
other developed countries, particularly in Western Europe. I just 
received shortly before this meeting the British paper giving the 
figures on the United Kingdom assistance for overseas development. 
It is rather an interesting document. It has just been published, I 
think very recently. 

Senator Lauscue. All right. Thank you, that is all, Mr. Chair- 
man. 

Senator SparKMAN (presiding). Senator Williams? 


DIFFERENTIATION BETWEEN POLITICAL APPOINTEES AND CAREER 
EMPLOYEES 


Senator Wiuurams. Mr. Riddleberger, I think, in response to the 
chairman’s questions, you indicated a moment ago that part of your 
problem of personnel was a number of political appointees. How 
many employees do you have in the ICA ? 

Mr. Ripptesercer. I think I gave an earlier figure of 17,000, but 
that includes the total, that is the total figure. We have—I can give 
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you a breakdown, Senator, if you would like to have it. That in- 
cludes local employees and contract employees. 
(The breakdown referred to is as follows :) 


STATEMENT ON THE BREAKDOWN OF ICA PERSONNEL 


Of the total of 8,675 overseas employees of ICA paid directly from U.S. 
Government funds, as of February 29, 1960, the majority, or 4,485, are foreign 
nationals employed locally at overseas posts. The 4,240 American employees 
overseas on that date are made up of 912 paid from administrative funds and 
3,328 paid from the several program appropriations, with the great majority 
being in the technical cooperation program. 

Senator Winu1ams. Of that amount how many would be career 
employees, approximately, and how many would be political em- 
ployees ? 

Mr. Rippievercer. Sir, I do not think we have career employees. 
I do not think we can have career employees in the formal, legal 
sense of the term. We have persons who have, shall I say, civil 
service status in Washington. 

Senator Wiu1aMs. You mean that you classify all the 17,000 as 
political employees? 

Mr. Rippiesercer. No, no. 

Senator Witi1ams. Then how do you give a breakdown? What 
is your definition of a political employee? I was just wondering 
how many there were of each. 

Mr. Rippievercer. Senator, I was just about to put that same ques- 
tion to the chairman because I am not entirely certain myself how it 
should be defined, and I shall attempt to describe to you why. 

Senator Wiiu1aMs. I think you brought the question up. 

Mr. Rippiepercer. No, sir; I think the chairman brought it up. 

Senator Wi1aMs. I understood that perhaps that was one of the 
problems, and I just wondered what the definition was. 

Mr. Rippierercer. I suppose that a simple definition would be 
where an appointment is, shall we say, strongly urged from a political 
source. 

Senator Wirit1aMs. I just wondered at what time does a political 
appointee transfer over to a career employee. I would like a defini- 
tion—would he be a political appointee when he goes into office at 
first and does he later become a career employee ? 

Mr. Rippiervercer. I can remember one case, Senator, of an am- 
bassador who certainly started out as a political appointee but who, 
at the end, considered himself to be a career employee, because he 
spent so long at it. That was the late Laurence Steinhardt who was 
in for 20 years. 

Senator Witi1aMs. We all start at some point. 

Mr. Rippriesercer. Yes, sir. 

Senator Wiru1ams. And a good many of the 17,000, I suppose, 
started when the program began in 1947 or 1948? 

Mr. Rippireercer. Yes, sir; some. 

Senator Wirx1ams. You would not describe all of those as political 
appointees just because they were with the program when it started? 

Mr. Rippiepercer. No, certainly not, Senator. Perhaps I could 
elaborate. 

Senator Lauscur. Would the Senator from Delaware yield? 
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Senator WiniiaMs. Yes. 

Senator Lauscue. I would include in the definition of political em- 
ployees, persons who are Members of Congress, and while being such 
Members possessed great intelligence and power, but when severed 
from their position in Congress, took a job in the public government, 
and then were known merely as politicians. 

Mr. Rippierercer. Mr. Chairman, perhaps I can elaborate a bit on 
this. We have Americans employed in ICA, both overseas and in the 
United States, 6,248, according to our latest figures here; and then in 
addition to that we have 2,019 contract employees. 

Now, sir, if I may respond at somewhat greater length to your 
original question, of course, we have a very large number of em- 
ployees i in Washington who have what is called, I “believ e, civil serv- 
ice status. 

We have a peculiar problem in overseas recruitment because, of 
course, of the vast array of our activities, where we require speci ialists. 
and we have to go out and find them. We try to select them on the 
basis of their experience, their education, and their professional com- 
petence. They are not in many cases necessarily civil servants. They 
are persons who may be engineers or doctors or persons with a num- 
ber of technical qu: lifications who are brought in to do a particular, 
tocarry out a particular, function. Now whether or not that would be 
described as political employees, I do not know. I personally would 
not say that they are. 

Senator Witurams. The reason I asked is that I was a little bit dis- 
turbed that perhaps some of the employees were being hired on the 
basis of pressure from without and not on the basis of qualifications. 
I understand you are going to furnish the chairman a list of such em- 
ployees who had been hired. 

Mr. Ripptevercer. I think the chairman requested me to supply, if 
I could, the number of mission chiefs who might be described as po- 
litical employees. I may have some difficulty in breaking this down, 
but we shall try. 


REQUEST FOR DEFENSE SUPPORT APPROPRIATION 


Senator Witu1aMs. All right. I notice on page 11 of your state- 
ment you say you are requesting $724 million for the 12 defense 
sup port countries as compared with last year’s request of $835 million. 

r. RippLteBsercer. Yes. 

Séhator Wuuiams. That comparison is what you asked for last 
year and not what you got. 

Mr. Ripptesercer. Not for what we got. 

Senator Wiiu1ams. Because you received last year, I believe, $751 
million. 

Mr. Ripptesercer. Yes, that was the authorization. 

Senator Witu1ams. Congress cut your request. 

Mr. Ripptevercer. Yes, sir. 

Senator Witi1Ams. Do you recommend that it so happen this year? 

Mr. Ripptesercer. No, sir; I do not recommend it. 

Senator Witr1ams. That is all. 

Senator SparkMAN. Senator Church? 
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REASONS BEHIND DEFENSE SUPPORT 


Senator Cuurcu. Mr. Riddleberger, in connection with this defense 
support, it has always been my understanding that the defense sup- 
port originally written into the law was to take care of those countries 
that were threatened by Communist aggression, that were so under- 
developed that their economies could not su yport the level of military 
forces thought to be required. I am sure that was the main purpose 
that Congress had in mind in establishing the defense support phase 
of this program initially. Is that a fair statement of your under- 
standing of the primary objective of this program ? 

Mr, Ripptevercer. I think that i is, In effect, a very good paraphrase 
of what the official language has been, Senator. 

Senator Cuurcu. So that you w ould have no defense support pro- 
gram in any country that did not have a military assistance program ? 

Mr. Rippievercer. Oh, it is directly related. 

Senator CHURCH. Directly related ? 

Mr. Rippiesercer. Yes, sir. 


DEFENSE SUPPORT IN SPAIN AND THE PHILIPPINES 


Senator Cuurcu. Now among the countries that are listed for de- 
fense support this coming year are the Philippines and Spain. I 
recognize that there are military assistance programs in both coun- 
tries, but I do not see how either country is directly threatened by 
Communist aggression. In the case of Spain the country could not be 
reached by any Soviet military effort without first piercing the NATO 
shield. Spain isnot amember of NATO; isn’t that correct ? 

Mr. Ripptesercer. That is correct, Senator. 

Senator Cuurcu. Yet we have a military assistance program, and 
then to support the armed forces that we maintain through the mili- 
tary assistance program we have a defense support program to buoy 
up the Spanish economy. What is the justification for these programs 
in Spain ¢ 

Mr. Ripptesercer. In Spain it is related directly to the question of 
the joint use by the Spanish and Americans of the bases there. You 
are correct, of course, in saying that Spain does not border on any 
Communist-controlled area. But it is regarded from our military 
point of view as of great importance because of the bases which make 
a contribution to the common defense. With reference to the Philip- 
pines, it is primarily because of the bases which are built or which 
are to be built and the association of the Philippines with us in defense. 

Senator Cuurcn. So that both in the Philippines and in Spain the 
defense support program and the attendant military assistance pro- 
gram are primarily in exchange for the bases that Spain and the 
Philip ine Islands are permitting us to use ? 

Mr. aa EBERGER. Yes, except, Senator, I should add one more ob- 
servation, and that is, of course, the Philippines i is an allied country 
unlike Spain. 

Senator Cnurcu. Yes. But still the reason that, the primary rea- 
son that, you have these programs in these countries relates to the 
military bases ? 

Mr. Riwptesercer. That is correct, bases and their defense con- 
tribution. 
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AUTHORIZATION IN LAW FOR DEFENSE SUPPORT AND MILITARY ASSISTANCE 


Senator Cuurcu. Does the law expressly authorize the use of the 
defense support and military assistance for this purpose? 

Mr. Rippiesercer. Well, it never entered my mind that it did not. 

Senator Cuurcu. I am sure that it must if you had these programs 
going, but I would like to see the language in the law. 

Mr. Riwpteseraer. I will have to look up the language, Senator. I 
am certain it does. Section 131 is the general authority : 

The President is hereby authorized to furnish to nations and organizations 
eligible to receive military assistance under Chapter 1, or to nations which have 
joined with the United States in a regional collective defense arrangement, com- 
modities, services, and financial and other assistance specifically designed to sus- 
tain and increase military effort. 

Senator Cuurcu. So that under that language of the law a defense 
support program could be initiated in any country that receives mili- 
tary assistance ? 

Mr. Rippiesercer. Yes; that would seem to be the case. 

Senator Cuurcu. And we are now supplying military assistance 
to nearly 40 countries, most of which are remote from the Soviet 
Union, if you count the countries that we are supplying military 
assistance to in Africa, South America, Central America and the 
Caribbean. These countries are not threatened by any military ag- 
gression from the Soviet. Union or from the Communist bloc, but they 
are receiving military assistance. Under that broad language of the 
law it would be possible to establish economic defense support pro- 
grams to buoy a economies, in order that the economies can maintain 
the level of military forces that our military assistance program 
affords these countries. Within the scope of the present law this 
would be possible, would it not? 

Mr. Rippiesercer. I see your point, Senator. From the way the 
legislation is drafted, I suspect that that interpretation could be up- 
held. Of course, as you know, we give rather full justifications be- 
fore other committees in respect of the amounts which we ask be ap- 
propriated, and the reasons therefor. I think the general rule is that 
the country should be receiving military assistance in support of sig- 
nificant military forces, as I recall. 


DEFENSE SUPPORT PROGRAM IN SPAIN DIFFICULT TO JUSTIFY 


Senator Cuurcn. It just seems to me that although you are well 
within the letter of the law, it may very well be a violation of ex- 
erience, and certainly a contradiction of the original purposes that 
ongress had in mind, to begin extending defense support programs 
to countries that are remote from the Communist bloc and are not im- 
mediately threatened by military aggression. 

I should think in the case of Spain it would be far more appropri- 
ate for us to be giving assistance through the special assistance pro- 
age and, perhaps, the technical cooperation peogres in exchange 

or these bases, rather than to start building up the Spanish Army 
and then have to buoy up the Spanish economy to maintain that level 
of support for the army. I see in this, if not a contradiction of the 
express authority in the law, a conflict with the purpose that, it seems 
to me, Congress originally had in mind when these programs were set 
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up. I call this to your attention because it is a matter that does con- 
cern me, and I think that it ought properly to be brought into the con- 
sideration of your Department in connection with these programs as 
you allocate money to them. 

Mr. Rippiesercer. Senator, I see your point very well. I would 
not myself attempt to give a legal interpretation to that particular 
section of the act. However, I should comment in stating that, of 
course, in the case of the Philippines, it does lie very close to a Com- 
munist area separated by a small distance, and is an allied country. 

Senator Cuurcu. Yes; I would be less critical of the program in 
the Philippine Islands than in Spain. 

Mr. Rippresercer. In adverting to Spain, I should say that I as- 
sume that the decision to supply “defense support is directly related 
to the military judgment which has been given us with respect to the 
importance of Spanish forces and Spanish defense system in addition 
to the direct relationship to the American bases there. Now that is, 
perhaps, a combined military and political judgment in the case of 
Spain. 

Senator Cuurcn. Those are all the questions I have, Mr. Chairman. 


SPECIFIC AMOUNT APPROPRIATED FOR SPAIN 


Mr. Rippienercer. My recollection is, Senator, that last year there 
was a specific amount appropriated for Spain. 

Senator Cuurcu. Yes. That has never been done by this commit- 
tee but it has been done each year by the Appropriations Committee. 

Mr. Rippiesercer. Yes. 

Senator CxHurcn. And it was taken to the floor of the Senate and 
approved as an amendment to the appropriations bill. 

Mr. Rippievercer. Yes; that is correct. 

Senator Cuurcn. But I do not think it has ever had the endorse- 
ment of this committee. 

Mr. Riwpiesercer. I believe that is correct. I myself did not par- 
ticipate in the authorization hearings last year because I had not re- 
turned from Greece, but I did participate in the appropriation hear- 
ings, and I think my recollection on this is correct, that it was given 
to us specifically for that purpose. 

Senator Cuurcu. Yes. 

The Cuatrman. Senator Hickenlooper? 

Senator Hicken.oorer. I have no questions at this time. 

The CuatrmMan. Senator Sparkman ? 


DOES AID PROGRAM ACTUALLY BENEFIT MASS OF PEOPLE IN RECIPIENT 
COUNTRY? 


Senator SparkMAN. Mr. Riddleberger, let me ask just this question. 
This is something that has caused us some trouble, I think, during all 
these various aid. programs. I remember it came up in the Marshall 
plan and there was some question about it yesterday—that is, that 
the benefit of the program goes to the upper strata rather than the 
lower strata. Perhaps better put another way, we have been argu- 
ing today in large part that the benefit of the program, the monetary 
benefit, primarily comes back to the United States. 
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We see the United States and the West generally getting richer and 
the rest of the world getting poorer. The U.S. gross national product 
is about $2,500 per capita, and that of India about $77 per capita. If 
this is the trend, how long can it last ? 

Mr. Rippievercer. Well, if I may venture, sir, to disagree with you 
in one part of your statement—— 

Senator SparKMAN. Well, I would be glad if you would. 

Mr. Rippiesercer. Yes, 1 think what you said, perhaps, is not en- 
tirely correct about Western Europe. I do not think they are getting 
poorer. 

Senator Sparkman. I did not say they were. I included them with 
the United States. 

Mr. Rippiesercer. I beg your pardon, I thought you said the 
United States and the rest of the world. 

Senator SparkMan. No; the United States and the West getting 
richer. 

Mr. Rippuesercer. I beg your pardon, Senator. 

Senator SparkKMAN. While the best the others can do is maintain 
their low level of present per capita income. 

Mr. Rippiesercer. Well, indeed you put your finger on one of the 
main purposes of the Mutual Security Program which is, indeed, an 
endeavor to correct that situation. 


RATE OF GROWTH OF UNDERDEVELOPED ECONOMIES 


Senator SparKMAN. Is it correcting that tendency? I wonder if 
there have been any studies made along that line as to whether or not 
a particular economy is improving, and is improving proportionately 
with ours. 

Mr. Ripp.esercer. Yes, we have to, in effect, make these studies 
almost every year, Senator, in arriving at our proposals for the appro- 
priation requests. The economic development of a given country, 
and I must say that when I survey some of the lesser developed coun- 
tries, take the Balkans, for example, I think there is reason. for en- 
couragement there. That has been the case certainly in Greece. It 
has been the case in Yugoslavia. There certainly has been improve- 
ment in a few other countries. I do not pretend for a moment that 
it is necessarily spectacular, but I think that over the broad front 
in a slow way there has been improvement. Perhaps the outstanding 
case in the Far East would be Taiwan where, I think you have seen 
improvement. 

Senator SpaRKMAN. Yes, we discussed that fairly well yesterday. 

Mr. Ripptesercer. Now I would not for a moment say that a num- 
ber of these emerging countries have attained an economic plateau 
which automatically assures an increase in their standard of living. 
_Idonot think that isthe case. But I do think there are encouraging 
signs. 

Senator SparKMAN. Of course, the program is not successful unless 
that is the outcome; isn’t that right‘ That is the very aim of the 
program. 

r. Ripp.esercer. ‘The very aim of the program is to accomplish 
that, but of course the program in one sense is merely the extra that 
is given to the main effort by the countries themselves. It requires 
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the determination on the part of the countries themselves to utilize 
to the utmost their resources and their capacities. And many of 
these governments have quite frankly not yet reached the stage where 
we can foresee what I would describe as a big economic jump forward. 

Senator SparkMAN. We have been engaged now in the worldwide 

program since 1951, I believe, haven’t we? 
r. RiwpLEBERGER. Well, yes. 

Senator SparkMaNn. 1950 or 1951. And I sometimes wonder what 
improvement is actually showing in countries like India, Pakistan, 
the underdeveloped countries. It is showing up in Taiwan for several 
reasons, the first of which is that we spent a tremendous amount of 
money in Taiwan. 

Mr. RippLesercer. We did indeed. 


PUBLIC SKEPTICISM ABOUT RESULTS OF AID PROGRAM 


Senator SparKMAN. $3 billion in 10 years’ time. And furthermore 
the Chinese took hold and really worked. Are the people doing it 
in these other countries? I think those are some of the questions that 
we have to answer to the people back home. I have supported foreign 
aid down through the years from the first British loan right at the end 
of the war, right on down through. But a lot of people in increasing 
numbers back home are asking the question of whether the program 
is producing results. 

Mr. Rippiesercer. Senator, I would regard those questions as en- 
tirely valid and legitimate on the part of any American citizen. 

Senator SparKMAN. Yes, they are questions we ought to ask our- 
selves. 

Mr. Ripp.esercer. They are questions we should ask ourselves. I 
think that we have seen in the case of the Marshall plan a really phe- 
nomenal recovery. 

Senator Sparkman. I don’t think anybody would question that. 

Mr. Rippiepercer. In the first place, we started with an area that 
was highly developed. 

Senator Sparkman. That's right, and the program was a restora- 
tion. 

Mr. Rivpieeercer. It was a restoration, it was recuperation, it was 
recovery. 

Senator Sparkman. It was not building from the ground up. 


UNDERDEVELOPED COUNTRIES UNABLE TO RISE AT RAPID RATE 


Mr. Riwpieeercer. That is exactly the point I was going to make. 
I think it would be almost impossible to expect the same rate of prog- 
ress in many of these underdeveloped countries, which was attained 
in the countries participating in the Marshall plan. 

Senator SparkMAN. Yes. I don’t think any of us could expect 
that. The thing that concerns me is that I visualize a graph in which 
we in the United States are going to go up steadily 3 or 4 percent a 
year. Now are these people in less developed areas just continuing on 
a straight line across or are they declining some, or are they going 
up somewhat? I wish that we might have a study in which that 
could be demonstrated. 
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Mr. Rippiesercer. To be entirely frank about it, it varies in signifi- 
cant parts depending on their will to progress. Taiwan represents 
one kind of progress, let us say. Other countries, in my opinion, can- 
not be put in the same category. 

Senator SpARKMAN. Well, we have not been there very long or 
done very much. 

Mr. Ripptesercer. That is correct, and we went in during a time 
when the situation was indeed deplorable in every sense. This was a 
country that was in effect rescued from the brink of disaster, and I 
anticipate that in a number of these underdeveloped countries it will 
be a very long time before they will attain a rate of growth which 
can even approximate, let us say, countries of Western Europe, much 
less the United States. 

Senator SparKMAN. Senator Aiken ? 


GUARANTEE AUTHORITY OF THE DEVELOPMENT LOAN FUND 


Senator Arken. I am not sure that while I was out somebody did 
not ask the question that I would ask. I noticed that you used, Mr. 
Riddleberger, $5 million of the $100 million guarantee authority. 
Now what did you use the $5 million for? 

Mr. Rippiesercer. I am afraid I didn’t understand your question. 

Senator Arxen. It is on the Development Loan Fund. What was 
the $5 million guaranteeing authority out of the Development Loan 
Fund used for; do you know ? 

Mr. Grant. May I answer this, there was a guarantee by the De- 
velopment Loan Fund. 

Senator A1rKEN. Yes. 

Mr. Grant. Of I believe a Bank of America loan to the Ingalls 
Shipbuilding firm in Taiwan, to build ships in Taiwan. 

Senator A1ken. That is a Taiwanese company ? 

Mr. Grant. I believe it is a joint American-Chinese company. 

Senator SparkMAN. How do you spell that ? 

Mr. Grant. I believe it is Ingalls, Taiwan Ingalls Shipbuilding. 

Senator Sparkman. It sounds like an Alabama firm. 


AID FOR HOUSING DEVELOPMENT 


Senator A1Ken. I had better ask Mr. Brand this. So far as you 
know, what has been done toward housing in the various less de- 
veloped countries? Homebuilding and construction seem to be one 
of the world’s greatest needs and one of the best generators of 
national economies. 

Mr. Ripptesercer. If the Senator would permit me, I would like 
to show him some pictures here with reference to a housing develop- 
ment in Chile which perhaps gives a more graphic account of the 
conditions under which these people lived before and what they are 
now building. 

Senator ArkEeN. Isthis an ICA loan? 

Mr. Rippiesercer. This is ICA. 

Senator Arken. How was that made? 

Mr. Rivpiesercer. This particular project—I think this was a 
project under our technical cooperation program. 








184 MUTUAL SECURITY ACT OF 1960 


Senator Arken. It would probably not be a large amount. 

Mr. Rippienercer. The amount I'do not recall offhand. I think it is 
about $100,000 for technical advice and demonstration supplies. 

Senator ArKken. Do you know anything about any loans for housing 


in Australia? 
Mr. Ripputesercer. In Australia? That was a DLF, Senator. 
Senator ArkEN. You areon the DLF Board ? 
Mr. Rippiesercer. Yes: I ama member of the DLF Board. 
Senator AtKEN. So you would know these answers ? 
Mr. Rippterercer. Senator, I might add that some of this was done 


before I came back. 
Senator Arken. How much of the lending authority of the DLF 
remains now, do you know? Maybe we had better wait for Mr. 


Brand. 

Mr. Rippireercer. I think Mr. Brand could give you much more 
accurate replies than I could on it. 

Senator ArkEeN. You are on the Board and you have been away. 

Mr. Ripptesercer. The figures, of course, are compiled in his office, 
but we can submit information if you desire about what ICA has 


done on housing. 
Senator ArkENn. Yes, I would like to have that. 
(The material subsequently supplied is as follows :) 


STATEMENT ON ICA Work IN HOUSING 


I. BASIC PROBLEMS IN UNDERDEVELOPED AREAS 


The two major factors creating the worldwide housing problem are population 
growth and the urban immigration which is taking place with and without in- 
dustrial development. Outside of the United States, Canada, and a few coun- 
tries in Western Europe, the rest of the world suffers from acute housing 
shortages. 

After remaining static for centuries, world population doubled in the last 
hundred years to 2.5 billion, and at the present rate it looks as if it may reach 
6 billion in the next 40 years. 

In vast areas of the world new housing construction has only been sufficient 
to meet the housing needs of an infinitesimal percentage of this increased popula- 
tion. We quite naturally think first of the challenge this population growth 
brings to food production, but we cannot overlook the fact that additional mil- 
lions each year are competing for space and shelter which are already in short 
supply. While statistics on the rate of new housing construction are not 
reliable except in the more highly developed countries, reasonably accurate esti- 
mates by the Pan American Union indicate that the present annual rate of new 
housing construction in Latin America is barely sufficient to meet the housing 
needs of one-third of the annual population increase. This does not take into 
consideration the housing destroyed by fire, earthquake, industrial, and urban 
expansion, etc. In other words, the housing shortage is increasing rather than 
decreasing. Expressed as a comparison to the United States, we build at the 
rate of one new house for each three-and-a-fraction people added to our popula- 
tion each year, whereas in Latin America there is only one new house built for 
every 16 persons added to the population annually. 

The problem is further aggravated by the worldwide movement of people 
from rural to urban areas. Fifty years ago there were more cities of over 
100,000 population in Asia than in Europe or North America, and during the 
last 50 years the growth of large cities has been more rapid than in Europe or 
North America. Today there are more families living in squatters than living in 
houses in many Asian cities. 

In the Western Hemisphere, of the seven metropolitan cities with a popula- 
tion of 2 million or more, only three are north of the Rio Grande; the other four 
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are to the south. The same massive population movement to these and the other 
cities of Latin America and Africa is taking place every place. 

All of these factors exert a tremendous impact on land costs, housing costs, 
pressures for government action, etc. In addition to the competition for scarce 
land there is the competition of investment capital going into land acquisition 
pecause of a lack of other investment opportunities. The investment and savings 
opportunities which are so readily available to the middle and professional classes 
in the United States do not exist in the underdeveloped countries. Furthermore, 
with the constant threat of inflation, one finds even servant girls buying vacant 
unimproved lots on the installment plan. As a result, for example, vacant land 
in the suburbs of San Jose, Costa Rica, costs more per square foot than in Bethes- 
da, Md. 

Competition for shelter space brings about profiteering in slum properties to 
the point that families in the slums frequently pay more rent per square foot 
for a single room than rental rates in better class apartment buildings in the 
same city. Housing construction costs are high not only due to the high profit 
expected by the builder but because of the low productivity of the workers all 
along the line. The worker in the sawmill is paid only one-tenth of what a U.S. 
worker receives, but the finished lumber will cost more per board foot than in 
the United States despite a much lower raw product cost. The builder is under 
no compulsion to lower costs because he is only building for the luxury, not the 
mass market. And there is no point in his trying to build for the mass market 
when no credit facilities exist. There are millions of families in these countries 
who would buy their own homes even at relatively high prices if they could obtain 
the same kind of mortgage financing which is available in the United States 
through the Federal Housing Administration, building and loan associations, 
etc. At present they must pay all cash or practically all cash. We would not 
have the active homebuilding industry we have today in the United States if 
the American public had to meet such credit terms. 


Il. OBJECTIVES AND OPERATION OF ICA PROGRAM 


(a) Objectives —When one considers the scope and the magnitude of the 
worldwide housing problems, it is obvious that all of the economic assistance 
the United States could conceivably provide in this field would not make 
any substantial impact on solving the total problem. Therefore, we start with 
the assumption that ICA’s activities must be limited to helping other countries 
solve their housing problems with their own resources, both human and material, 
but frequently providing the wherewithal, preferably on a loan basis, for 
demonstration-aided self-help projects and for “seed” capital to help new 
savings-and-loan-type institutions get started. 

We therefore give considerable emphasis to what we call aided self-help 
housing. This is primarily the utilization of human resources; it is not a cure- 
all to solve the world’s housing problems but a tool that can be used in many 
places. Low-income families who could not otherwise afford decent homes 
are organized into cooperative groups to build their own homes in their free 
time, backed by technical guidance, loans of equipment, and financing for land 
and materials. 

Residential construction is a negligible factor in the economies of most under- 
developed countries, whereas it alone represents about 6 percent of the gross 
national product in the United States. Therefore, considerable emphasis is 
placed on stimulating the private construction industry because of its potential 
contribution toward economic development. 

Frequently the problem is lack of adequate legislation or organization—public 
or private. For example, a study of the housing problem in Taiwan revealed 
that the laws of China had no provision permitting the foreclosure of a mortgage. 
Without such a provision there was little possibility of mortgage financing. 
Legislation was prepared and has been adopted by the Government of China. 
In other instances, we have provided assistance in setting up or reorganizing 
Government housing agencies. In one instance, we have provided assistance in 
organizing a private trade organization in the housing construction field. 

In stimulating capital formation we need to give more attention to the po 
tential represented by the accumulated savings of the public. In the United 
States this represents over 50 percent of the resources of our major lending 
institutions. The universal desire for a decent home has proved to be a 
powerful motivation for savings in those countries where the savings and loan 
movement has been well organized and well developed. Money that otherwise 
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might have been wasted has contributed to the economic development of the 
country by being pooled with the savings of others in thrift and credit institu- 
tions. ICA has authorized use of U.S.-generated local currencies on a matching 
basis with local public and private investment to help stimulate the development 
of savings and credit institutions. 

As the newly developing countries feel the impact of industrial development 
and urban growth, we are receiving more requests for technical guidance in 
city and regional planning. This is a field to which we should give increasing 
attention since industrial and urban development without proper advance 
planning can result in costly errors, as we have already learned in the United 
States. 

(b) Operation.—ICA’s Housing Division works closely with other public and 
private agencies with interest in the fields of housing and planning. We meet 
frequently with the staffs of the Housing and Planning Division of the United 
Nations and the Pan American Union, and participate in their housing and 
planning seminars. 

The Inter-American Housing Center of the Pan American Union in Bogota, 
Colombia, is used by ICA for third country training in housing and city planning. 
Together with the Chiefs of the Housing and Planning Divisions of the United 
Nations and the Pan American Union, the Chief of the Housing Division is a 
member of the International Housing Committee of the National Association 
of Housing and Redevelopment Officials, which meets regularly in New York to 
discuss problems in this field. On this committee are representatives of a 
number of U.S. organizations such as the AFL-CIO, American Institute of 
Architects, National Association of Home Builders, National Association of 
Real Estate Boards, American Institute of Planners, etc., with interest in 
international housing and planning problems. 

The Housing Division also maintains close liaison with the International 
Committee of the National Association of Home Builders, the American Chapter 
of the International Real Estate Federation. International Union of Building 
Societies and Savings and Loan Associations, International Federation of 
Housing and Planning, and other public and private groups in this field. 

For technical backstopping, ICA utilizes the services of the Housing and 
Home Finance Agency and its constituent agencies. HHFA has been most co- 
operative in making its top-level officials available as short-term consultants to 
ICA overseas on a nonreimbursable basis. The Housing Division is also making 
increasing use of short-term consultants from private industry. Private home- 
builders and building and loan executives have made effective contributions in 
the housing field overseas and at relatively low cost to ICA considering their 
normal earnings in the United States. Our liaison with private U.S. trade 
associations has been most helpful in recruiting such consultants. 

The cooperation we are receiving from private trade associations, particularly 
the National Association of Home Builders and the National League of Insured 
Savings Associations, is most encouraging. During 1959 the NAHB in coopera- 
tion with ICA initiated a program which sent privately financed teams of out- 
standing U.S. homebuilders to Mexico and Guatemala to assist builders and 
Government officials in those countries to improve their construction activities. 
During 1960 similar teams will provide this service for Peru, Chile, Nicaragua, 
and Israel. 





Ill. SOME ACCOMPLISH MENTS 


Successful aided self-help housing programs are now underway in Korea, 
Chile, Guatemala, Costa Rica, Nicaragua, Surinam, and Trinidad. In an 
urban project in Santiago, Chile, earthquake resistant cement block houses 
with bathrooms and kitchens have been built at a cost of approximately $1,000. 
In Guatemala City, houses are being built today at a cost of about $2,800 which 
are superior to houses built by the government a few years ago at almost twice 
that cost. 

In Iran we are providing technical assistance in the development of a 1,000- 
unit housing project. In this instance, we are emphasizing careful preplanning 
including a master plan of the area, complete plans and specifications sufficient- 
ly detailed so that meaningful competitive bids can be obtained, engineering 
feasibility studies and a sound financial plan which relates the owner’s in- 
come to the home mortgage he assumes. Although an approach of this nature 
would be considered routine in the United States, its adoption in Iran is a marked 
improvement in construction operations. 
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As part of our technical cooperation program, savings and loan associations 
have been created and are about to begin operations in Chile, Peru, Guatemala, 
and Ethiopia. New aided self-help housing programs are about to get started 
in Northern Rhodesia, Southern Rhodesia, and Tunisia. 

Our technical advice in city planning in Bangkok, Nicaragua, and Costa Rica 
has successfully demonstrated economical solutions to problems of urban growth. 
In Nicaragua, for example, our planning consultant was able to show how by 
replotting an area of approximately 175 acres substantial economies could be 
realized by reducing the total amount of paving, water mains, sewer mains and 
other utilities. This replanning did not reduce the total number of lots but 
made available extra land for park and other public use. 

In some of the rural projects where many of the components were fabricated 
by the participants themselves, adequate houses have been built for as little 
as $300. More important than the fact that such programs produce more houses 
at a lower cost and with a smaller investment of capital is what they mean in 
developing human resources—responsible citizens with self-respect. 

We have also found that simple research and demonstration projects can 
be most effective. For example, a research project costing less than $500 showed 
Israel how ceiling heights could be lowered without discomfort. Israel now 
tells us that the savings in housing construction costs because of lower ceiling 
amounts to over $2 million a year. Modest research in the use of indigenous 
materials and demonstration projects have been successfully carried out in a 
number of other countries, particularly Costa Rica, Colombia, Chile, and Korea. 

One of our Korea projects is directed toward increasing the production of 
indigenous building materials and developing new materials from available raw 
materials with the goal of reducing the need for imported materials. A 60- 
percent reduction in such imports is anticipated by 1962. 

We have developed a number of technical training films for use in connec- 
tion with our aided self-help housing programs. One of these, “It Can Be 
Done,” won the grand prize in an international contest sponsored by the city 
of Vienna in 1956. Another film, which has been very favorably received, is 
“Housing Adventure in Chile.” 

In cooperation with the Housing and Home Finance Agency, we have de- 
veloped a number of technical bulletins, among which are— 

I. and M. E. No. 18: Aided Self-Help in Housing Improvement. 

.and M. PB. No. 22: Earth for Homes. 

I. and M. E. No. 37: Manual on Design for Low-Cost and Aided Self-Help 
Housing. 

.and M. E. No. 42: Mud Brick Roofs. 

.and M. B. No. 47: Prolonging Life of Wood in Houses. 

. and M. FE. No. 49: Basics of Concrete. 

. and M. BE. No. 50: Tle Development of an Urban Aided Self-Help Housing 
Program in Guatema.a City. 

. and M. B. No. 51: Results of Experiments on Stabilizing Soil that is to be 
used as a Building Material in Iran. 

.and M. B. No. 52: Cooperative Housing in the United States. 

.and M. E. No. 53: Coral and Sea Water in Concrete. 

. and M. E. No. 54: Types of Builders and Methods of Contracting. 

. and M. E. No. 55: Organization of Individual Aided Self-Help Housing 

Projects. 

I. and M. E. No. 56: The Tennessee River Valley. 
J. and M. E. No. 57: Planned Industrial Parks. 
Saving for a Home. 


Mr. Ripptesercrr. The DLF Board this morning I think has just 

tbo this in principle the Peruvian housing project. 
enator AIKEN. What do you mean in principle? 

Mr. Rippvesercer. I think there may be some more work to be done 
on the papers themselves, but the project is acceptable. 

Senator Sparkman. Is this Chilean housing development the one 
that President Eisenhower referred to? 

Mr. Rippiesercer. I think that is it, yes. 

Senator Sparkman. I think he said he saw it in Chile. 

Mr. Rippiesercer. Yes, he saw it while he was there, I believe. 
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Senator Arken. I read about it in the paper the other day. You 
are concerned with housing ? 
Mr. Rmp.eBerGer. Yes, sir. 


APPEAL TO YOUTH THROUGH ORGANIZED CLUBS 


Senator Arken. It struck me as being very important indeed. Are 
you encouraging boys’ and girls’ club work? 

Mr. Rippesercer. Yes, there has been a great deal of that. 

Senator Arken. I understand that one way in which agitators can 
inspire riots in certain countries in South America is by promising 
the young rioters a decent meal if they will throw a rock in a window 
somewhere. 

Mr. Ripptesercer. Yes. I think that often happens. We had set up 
in various countries a program that is in effect a reflection of our 
4-H Clubs I think they are called in the United States, and I think 
there is something in the neighborhood of 18,000 of them. 

Senator ArKEN. In all countries ? 

Mr. Rippiesercer. In some 30 countries. 

Senator Arxen. I want to say that I think the programs are im- 
proving so far asI can see. Of course we can’t see all of them at once, 
but what I have seen indicates improvement in the type of program 
and the effects of the program, too. As far as Latin America goes, it 
seems to me that there is a wealth of goodwill and cooperation there, 
rather than animosity, just waiting to be further developed. 

Mr. Rippiesercer. We think so too. 

Senator Arken. I don’t think I have anything more. I will prob- 
ably ask Mr. Brand more about this. 

Mr. RippLeBercer. Yes; on the loan details he is more prepared 
than I am. 

Senator SparKMAN. Thank you, Mr. Riddleberger. Let me ask you 
if you have anything that you would like to give us in executive session 
or does this complete the testimony so far as you are concerned ? 

Mr. Rippiesercer. No, sir, I believe not, unless the committee has 
some questions about details which could better be answered in execu- 
tive session. 

MEASURING ECONOMIC DEVELOPMENT 


Senator HickenLooprer. Mr. Chairman, if I may, I passed my turn 
a moment ago having just come in. I would like to pursue for just 
a moment with Mr. Riddleberger the question you raised a little bit 
ago about progress in these countries. It seems to me that the prog- 
ress ought to be measured by a comparable yardstick. For instance, 
if the restoration of Western Europe’s economy was back to what it 
was prior to the war or even somewhat ahead of that, that would 
constitute a measure of evaluation. They were quite prosperous at 
various periods in times past. Let’s say that. they are 10 or 15 percent 
more prosperous than they were prior to the war, or that they are 
200 percent more prosperous than they were immediately following 
the war when the economy was pretty well destroyed. By the same 
measurement, while the material evidence of the prosperity of many 
Asian countries may not be yery great, yet the degree of betterment 
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of the people may be four or five times as much as it was some years 
ago, even though that four or five times does not mean very much. 

In other words, if you take an index, let’s say of 50, as the standard 
of prosperity of Western Europe, and it is up to 75 now, that is a 50 
percent. increase; but if you take the index of the prosperity or well- 

ing of some of the Asian countries as having been 1, and the index 
would be 2 now, that is a 100 percent increase, even though the 2 
doesn’t raise them to a very high level at all. And the dev elopment i is 
hardly noticeable. I don’t say that that is necessarily the case, but 
I wonder if that isn’t the case in a number of these countries? 

Mr. Rippiepercer. I think it is. 

Senator HickrenLoorrr. This would be a situation where they are 
materially better off if you go back and compare the extreme state of 
poverty which they were in at a previous time, even though we look at 
them now and don’t see much progress. However, we can look at 
them today and say that they are still poverty stricken according to 
our standards. 

Mr. Rippiecercer. I agree. 

Senator HickEenLoorrer. Do you agree, Mr. Chairman, that there 
might be a measurement like that ? 

Senator Sparkman. Yes, and I tried to bring that out by using the 
graph idea to show that whether the curve was going up. 

Senator HickenLoorrr. A 100-percent improvement in some of 
these countries wouldn’t bring them to a very high level at all. 

Senator SparkMAN. That is true. 

Senator Hickentoorer. They would still be in abject poverty even 
though they had 100-percent improvement over what they had before. 

Mr. Rippiesercer. And it is almost impossible to make absolute 
comparisons, let us say, between what the Marshall plan accomplished 
in Kurope and what is now going on in certain parts of Asia. The 
point of departure is so differ ent in the two cases. 

Senator SPARKMAN. Yes. 

Mr. Ripptesercer. After all nobody had to teach the Germans how 
to make steel and machine tools. 

Senator SparkMAN. I would not argue that you could compare 
the Marshall plan with this. I would say that we should look at this 
program when it started in country A, and measure what has taken 
place since in that particular country. 

Mr. Rippienercer. Recalling that the economic base was something 
far inferior to that which existed in Western E urope. 


PROGRESS IN INDIA 


Senator Hickrentoorrr. Let’s take India, for instance. I have 
some mixed emotions about India, but in my view—and I have been 
there three or four times in the past several years—there is a notice- 
able difference now in their food production, distribution, industriali- 
zation, and job opportunities. It still doesn’t add up to very much 
when you talk about the real level of their well being. There still is 
infinite poverty there, and they have a long way to go. But I wonder 
if they haven't actually made a substantial “degree of progress as 
compared to what they had. 
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Mr. Ripptesercer. I think comparing it with an earlier period, they 
have, and the trend seems to be upward insofar as their increase in 
production is concerned. I think i in the case of India it runs some- 
thing in the magnitude of 1 or 2 percent a year. Of course, the Indian 
Government hopes to raise it beyond that figure. 


DESIRES FOR PROGRESS VERSUS CAPABILITIES FOR PROGRESS 


Senator Hickenvoorer. Unfortunately in many of these countries 
the progress does not keep pace with the imagination or the de- 
sires of their people, and i Nts want to do far more each year than 
they possibly have the -apabilities of doing. I have a feeling that 
progress is being made in most of these countries, although it may 
not be as rapid or as efficient as we would like to see or some of their 
own people would like to see. 

Mr. Rippiesercer. That is correct. Whether the rate of progress 
will correspond to the hopes and anticipation of population of course 
is another matter. 

Senator Hickentoorrr. I don’t know. There is sometimes a dif- 
ference between what the population wants and what the leaders want. 
Sometimes I think the population doesn’t care very much, but the 
leadership does. In many countries the population seems to be quite 
satisfied with what they have, but the leadership is agitating for 
better things, which is proper, and we are trying to he Ip. 

Mr. Rippiesercer. To the extent it is possible to generalize in these 
matters, which is admittedly difficult, I agree with what you said. I 
think there is progress. I do not say that it can be demonstrated in 
the case of every country. But I think the trend is as you describe. 

Senator Hicken.Loorer. That is all, thank you. 

Senator SparKMAN. Senator Aiken ? 


IRRIGATION PROJECT IN HAITI 


Senator Arken. What happened to Haiti? I read in the paper 
they suspended work on the irrigation project. 

Mr. Rippiesercer. Yes, I think the finane ing has been suspended. 
Because of certain disc harges of personnel, the whole matter is under 
consideration right now as I understand it. 

Senator Arken. Who did they discharge? The engineers who were 
perhaps competent in other fields ? 

Mr. Rippiesercer. It seems to be an internal political debate of 
some sort. 

Senator ArKen. That is all. 

Senator Sparkman. Thank you. The committee stands adjourned 
until 10 o’clock tomorrow morning in this room and it will be in 
executive session. 

(Whereupon, at 4:10 p.m. the committee recessed to reconvene at 
10 a.m. Thursday, March 24, 1960.) 
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THURSDAY, MARCH 24, 1960 


Unrrep States SENATE, 
CoMMITTEE ON Foreicn RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:15 a.m., in room 
F-53, U.S. Capitol Building, Senator J. W. Fulbright (chairman) 
presiding. 

Present: Senators Fulbright, Green, Sparkman, Mansfield, Gore, 
Lausche, Wiley, Hickenlooper, Aiken, and Carlson. 

Also present: Gen. W. B. Palmer, Director of Military Assistance; 
Brig. Gen. Frederic H. Miller, Director of the European Region, 
OASD/ISA; Col. Victor King, Defense Coordinator for MAP Con- 
gressional Presentation; Lt. Col. Arpod J. Artwohl, Assistant for 
Military Assistance Program, European Region, OASD/ISA; Walter 
Smith, Officer in C harge, Kconomic and Military Assistance Affairs, 
Bureau of European Affairs; Richard Barnabey, Office of the Deputy 
Coordinator for Mutual Security; Woodrow W. Storey, Office of 
the Inspector General and Comptroller; Philander Claxton, Office 
of Congressional Relations of the Department of State; John B. 
Robinson, Planning Officer, Office of the Deputy Director for Program 
and P lanning; Marcus Gordon, Regional Director for the Office of 
African and E uropean Program Oper ‘ations; Oliver L. Sause, Chief 
of the African and European Program Staff; Guilford Jameson, 
Office of the Deputy Director for Congressional Relations; John R. 
Mosler, Budget Officer, Office of the Comptroller, of the International 
Cooperation Administration. 

The Cuarrman. This morning the committee will receive testimony 
regarding the details of the aid program for Western Europe. 

In sessions still to come we will receive similar testimony related 
to other geographic areas. Although these sessions are executive, the 
record will be submitted to the executive branch for the elimination 
of security matters, thus making it possible to print the balance of 
the testimony. 

Mr. Kohler, we are very pleased to have you this morning. I un- 
derstand you have an opening statement. 


STATEMENT OF HON. FOY D. KOHLER, ASSISTANT SECRETARY OF 
STATE FOR EUROPEAN AFFAIRS 


Mr. Konner. Mr. Chairman, I am very pleased to be here. I do 
have a prepared statement which I should be glad to read, or if the 
committee prefers I should be glad to submit it for the record and 
give a summary of it, whichever you find more convenient, sir. 

The Cuatrman. You know best. 
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Senator Green. I think we could comment better if we knew what 
was in the statement. 

The Cuarrman. All right, you go right ahead and read it then. 

Mr. Kouter. Mr. Chairman, gentlemen, it is a pleasure and privi- 
lege to meet with this committee, together with my colleague from the 
Defense Department, General Miller, and from IC A, “Mr. Marcus 
Gordon, and to discuss with you the European aspects of the Mutual 
Security Program. 


EUROPE PROGRAM ALMOST ALL MILITARY 


The mutual security program for Europe in fiscal year 1961 is 
almost entirely military. Its purposes, as in the past several years, 
are to encourage and assist our European allies in developing the 
military forces required for the common defense of the West. 

I have always considered it unfortunate that, in newspaper and 
public discussions, our contributions to the European NA'TO forces 
should be lumped under the general heading of “foreign aid.” These 
contributions represent mutual security in the truest sense of the 
word. As has been made clear by spokesmen of the Defense Depart- 
ment who have appeared before you, our ability to deter and resist 
Soviet aggression does not depend upon U.S. military power alone. 

It depends upon the combined military power of the free world 
as a whole. Our allies in Western Europe are making a substantial 
contribution to supplementing and supporting the military defenses 
of the United States, and our own security requires that we help to 
make their military efforts meaningful and : adequ: ite, 

We have often heard certain fellow-citizens emphasize the _tre- 
mendous threat represented by international communism, and have 
also heard some of them argue that U.S. defenses are not adequate 
to meet this threat. 

It seems highly anomalous to hear some of these same citizens 
advocate the elimination or drastic reduction of foreign military 
assistance. 

The Communist threat is indeed serious, and the need for adequate 
defense is imperative. But we delude ourselves dangerously if we 
ignore the fact that the defensive power which really counts is the 
total defensive power of the United States and other free nations. 

And in this total picture, nothing would be more shortsighted than 
to deny ourselves the enormous dividends we receive from our invest- 
ments in the military programs of our European allies. 

The past year has been one of intense diplomatic activity. This 
will be intensified in the near future as we undertake a series of 
negotiations of perhaps fateful importance. 


MILITARY STRENGTH NEEDED FOR COMING NEGOTIATIONS 


The maintenance of the strength and effectiveness of the Western 
alliance will be more important during this period than at any time 
since the alliance was founded. 

We are now meeting with representatives of the Soviet bloc to talk 
about the possibilities of disarmament, and the U.S. Government is 
hopeful that the world may at last be on the threshold of genuine 
progress toward that goal. 
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But there is one fact that we must keep clearly in mind. We can 
never expect to obtain a safe and workable disarmament agreement 
if we are so foolish as to make substantial reductions in our own 
armaments while we are attempting to negotiate such an agreement. 

If the Soviet Union could succeed in induci ing the West to disarm 
itself while retaining the essence of its own military power, a genuine 
disarmament agreement would become a pipedream. We certainly 
intend to negotiate with the Soviet Government in good faith, but 
wo do not intend to give them something for nothing. 

Within a few weeks, the heads of government of the United States, 
France, the United Kingdom, and the Soviet Union will meet in 
Paris. At that meeting, we, the United Kingdom and France will con- 
tinue our longstanding efforts to make progress toward a resolution 
of some of the outstanding points at issue between ourselves and the 
Soviet Union. 

No one can now predict what will be the outcome of these discus- 
sions. Noone knows whether any real progress will be made toward a 
just solution of the problem of Germany which, due to Soviet intransi- 
gence, remains divided; of Berlin whose people are determined to 
remain free and maintain their links with the West; and of genuine, 
controlled disarmament. 

There is, however, one thing that can be said with absolute cer- 
tainty. Solutions to these problems on a basis compatible with ele- 
mentary considerations of justice and consistent with basic principles 
from which we cannot deviate and still retain our freedom and dignity 
will not be promoted by any weakening of our posture or our will. 

We might, in fact, te ake a lesson from the opposition in this regard. 
It is true , that the time-phased Soviet ultimatum of last year has been 
withdrawn, and an intent to seek settlements by peaceful means 
through negotiations has been proclaimed. 

However, Mr. Khrushchev has recently been making it clear that 
there is no alteration in the basic Soviet positions on Berlin and 
Germany and that the threat of unilateral Soviet action at some time 
remains. 

And while Soviet propaganda has been trying to make capital of 
the Soviet announcement that it planned to reduce armed force per- 
sonnel over the next 18 months or so to a level approximating that of 
the U.S. armed forces, he declared to the Supreme Soviet on “January 
14 that: “The Soviet Army now has combat means and firepower never 
before possessed by any army” and “would be able to literally wipe 
the country or countries which attack us off the face of the earth.” 

Moreover, during the recent Asian tour, he has been proclaiming 
that “The Soviet Union is the world’s most powerful nation in the 
military sense.” 

Thus, I would repeat that, as we enter into the period of renewed 
negotiations with the Soviet Union, the unity and the strength of the 
free world are of the greatest import: ince. Solutions to outstanding 
problems will not come easily. They will take a long time to accom- 
plish. While we continue to seek these solutions, as we have in the 
past, it would be folly to weaken our collective military posture in the 
uncertain period ahead. If we are not serious about our defenses now, 
we will never be able to convince anyone of the seriousness of our in- 
tentions in what may well be a prolonged period of negotiations. 
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AROUND $1 BILLION PROGRAMED FOR EUROPE 


Military assistance proposed for European country programs for 
the next fiscal year totals $459 million. The total for NATO coun- 
tries, including Greece and Turkey, is $740 million. In addition, 
there are certain regional programs—international military head- 
quarters, infrastructure, mutual weapons development, weapons pro- 
duction, the NATO Maintenance Supply Service Agency—intended 
to support activities entirely or almost entirely within the NATO 
area. 

Including these regional programs, there is a total of a little over $1 
billion in military assistance programed for the NATO area. 

Military assistance proposed for Europe for fiscal yee 1961 is ap- 
proximately the same amount as that proposed last year. It is an 
increase over the amount finally programed for the area in fiscal 
year 1960. 

Reduced appropriations in fiscal year 1960 as well as in fiscal year 
1959 necessitated deferral of a number of important NATO require- 
ments. Consequently, increased allocations are now necessary to help 
offset the reduced appropriations of prior years which have resulted 
in a serious depletion of the pipeline. The executive branch is gravely 
concerned over the weakening effects on NATO’s military strength 
which will follow unless steps are taken to remedy this steady 
reduction. 

The program which is now submitted for fiscal year 1961 is con- 
sidered to be the minimum required to support a level of expenditures 
adequate to finance items which are of critical importance to NATO 
plans in the next few years, and which our NATO allies would be 
unable to procure themselves except at the expense of other important 
sectors of their NATO defense effort. 


PROGRAM PRIMARILY DESIGNED TO IMPROVE AIR DEFENSE 


The fiscal year 1961 program for our NATO allies is primarily de- 
signed to improve their air defense capability. Approximately 50 
percent of the program is earmarked for this effort. 

Another 30 percent is devoted to missiles other than for air defense, 
to minelayers, and antisubmarine warfare ships and aircraft. The 
remaining 20 percent of the program provides maintenance and sup- 
port for previously programed equipment and selected conventional 
equipment to modernize NATO-committed forces in Denmark, Italy, 
Norway, Greece, and Turkey. 

A substantial portion of the program for NA'TO countries, Greece 
and Turkey excepted, is made up of items involving cost-sharing proj- 
ects designed to induce increased and more effective country contri- 
butions to the NATO defense effort and to provide an incentive for 
greater country efforts toward essential modernization of NATO- 
committed forces. 

But in addition to modernization it should be noted that most Euro- 

yvean NATO countries are facing growing problems of replacing obso- 

aint conventional equipment of their armed forces, and the pro- 
curement of more modern items of major equipment in this area will 
absorb substantial parts of their defense budgets over the next few 
years. 
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There is certainly more agreement on the necessity for building 
up our defenses today than there is on the question which logically 
follows from it; namely, how this is to be accomplished. 


EFFECT OF IMPROVED ECONOMIC CONDITIONS IN EUROPE WEIGHED 


The question which is uppermost in the minds of many concerned 
with our common defense is this: Granted that our Western defenses 
must be strengthened—are all NATO allies making as substantial 
a contribution to this end as they should, or is the United States 
carrying a disproportionately heavy share of the Western defense 
burden ? 

The recently improved international payments and reserve position 
of Western European countries, coupled with a decline in U.S. re- 
serves, has prompted the proposal that European NATO members 
might now take over entirely the burden of meeting their military 
requirements. 

However, examination of the nature of military assistance to the 
European area shows that this is not essentially a problem of balance 
of payments. 

Indeed, as the committee knows, most of the money appropriated 
for military assistance is spent in the United States. 

Furthermore, military assistance to Europe generates purchases in 
the United States of spare parts and maintenance material which ex- 
ceed the value of aid money spent in Europe. Last year such pur- 
chases were a little more than $100 million above U.S. military 
assistance funds expended in Europe. 

I think it is accordingly clear that drastically reducing or closing 
out our military assistance to Europe would not solve this country’s 
balance of payments problem. 


WHY EUROPEAN ALLIES CAN’T BEAR ENTIRE COST OF THEIR MILITARY 
PROGRAMS 


To the more general question as to why our European allies, in 
view of their remarkable economic progress, cannot be expected to bear 
the entire cost of their military programs, the answer is also clear. 
Our European allies would be able to pay their own defense costs— 
provided we and they were willing to accept a substantially lower 
level of total defensive power. Our contributions are designed to 
maintain a level of defensive strength which is much greater than 
could be expected from Europe’s efforts alone. 

It is true that our European allies have made general economic 
progress. However, they continue to suffer a number of serious eco- 
nomic limitations. 

Living standards in most NATO countries are still from one-third 
to one-half as high as American living standards. At the same time, 
tax rates in other N ATO countries, on the average, are higher than 
U.S. tax rates despite the relatively deeper cut this means into con- 
sumption levels. 

Several European countries have joined us in extending substan- 
tial economic assistance to the underdeveloped areas of the world. 
Also, the governments of these countries encounter some of the same 
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political obstacles to increased defense efforts with which we are 
familiar in our own country. 

Since modern weapons are incredibly expensive, some of our allies 
simply cannot afford to equip their forces with these weapons and at 
the same time bear the heavy maintenance costs they have already 
undertaken. 

In view of the very real financial limitations of our European allies, 
as well as the ever-present political pressures for arms reduction, an 
elimination or drastic cutback of U.S. assistance would almost cer- 
tainly provoke a downward chain reaction throughout the NATO 
area. 

The allied governments and peoples would say, in effect, “If the 
U.S. Government no longer considers our defense programs impor- 
tant, why should we strain our economy to maintain these programs ?” 

In other words, if we are unwilling to accept the concept that total 
defense is what really counts—if we make the mistake of accepting 
the idea that each country must finance its own defense program 
through its own resources—then we must face the fact that the net 
result. will be a dangerous reduction in the combined defensive power 
of the free world. 


INCREASED EUROPEAN DEFENSE EXPENDITURES 


Having made these cautionary remarks, I am glad to be able to 
report certain positive steps that are being taken to increase EKuro- 
pean contributions to the common defense. 

In the first place, the economies of some NATO countries have im- 
proved to the point where they are considered financially capable of 
purchasing their own military equipment needs, and grant materiel 
assistance is not presently programed for these countries. For all 
other countries military grant aid is extended only after careful 
examination to determine whether the country can purchase the mate- 
riel, and how the assistance can elicit a greater or more effective effort 
by the country itself. 

In addition, certain items such as spare parts and other conven- 
tional maintenance requirements of the European NATO countries, 
which were formerly covered by the military assistance program, are 
now financed for the most part by the countries themselves. 

We think the record shows that we have had a very considerable 
measure of success in eliciting increased contributions from our NATO 
allies for our common defense; in fact, considering the political and 
other impediments involved we are surprised at the favorable showing 
ourselves. 

The total of defense expenditures for the European NATO coun- 
tries last year was $13.6 billion, an increase of 11 percent over the 
$12.2 billion spent in 1958 and more than double the 1950 expenditures. 

Furthermore, the trend toward significantly increased defense ex- 
penditures is expected to continue. The Netherlands is planning to 
increase its defense budget by 9 percent in 1961; the United Kingdom 
has announced a 7.6 percent increase; the Italian Government has al- 
ready put into effect a 4 percent. progressive annual increase; the 
Belgian defense budget for 1960, which has just been submitted to 
Parliament, represents a 6 percent increase over 1959. 
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Following the resolution of certain problems of training sites and 
types of equipment, German defense expenditures rose steeply by 68 
percent from the 1958 level of $1.6 billion to $2.7 billion in 1959. 
Let us not ignore the fact that in 1953 the United States was paying 
about 28 percent of the total defense costs of our European allies; 
today, we are paying about 8 percent. 

An abrupt termination of all grants of military equipment would 
seriously weaken the alliance system upon which the security of the 
United States depends. The actions of the United States in this 
field in the last analysis must be directed to the building of stronger 
allies who will make progressively larger contributions to the common 
defense. 

NATURE OF THE COMMUNIST THREAT 


We all know, of course, that the threat of international communism 
is not military alone—that the contest between the free world and 
the Soviet system is waged on many fronts. 

Our freedom and security are always endangered by Soviet cap- 
ture of the territory, population, and resources of other nations. 

This is true whether the capture results from direct military ag- 
gression or whether it results aes internal subversion, creation and 
exploitation of social chaos, political pressures, or economic blandish- 
ments. 

rly . , : se . 

This means that we must continue to assist the lesser developed na- 
tions of the world in securing a greater measure of stability and well- 
being. 


EUROPE’S CONTRIBUTION TO UNDERDEVELOPED COUNTRIES 


At present, economic assistance from the United States to Europe 
has practically disappeared, except for a very few small programs 
designed to deal only with special situations. 

Far more important is the contribution which our European allies 
are themselves making to the social and economic development of 
vast areas of Asia and Africa—a contribution which adds significantly 
to our own efforts and which we hope will increase in future years. 

We should recognize that these grants and loans by European gov- 
ernments for purposes of helping the lesser developed areas contribute 
e our common defense just as truly as their military expenditures 

0. 


ECONOMIC PROJECTS IN EUROPE 


Meanwhile, I would like to comment briefly on our special economic 

rojects within Europe itself, which are rapidly diminishing in size 
but which are nevertheless important to our national security. We be- 
lieve defense support for Spain has been instrumental in maintain- 
ing the spirit of cooperation which has made possible the construction 
and effective utilization of the air and sea base complex jointly oper- 
ated by the United States and Spain. 

This program provides resources to cover Spanish import require- 
ments which contribute to economic stability in Spain. Defense sup- 
port was also an element in the Spanish economic stabilization pro- 
gram which has brought about sounder fiscal and monetary policies, 
and so far reversed the serious loss of foreign exchange. 
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A small technical cooperation program is contributing toward 
modernization of Spain’s civil aviation system and improvement in 
its agricultural and industrial productivity. 

The Federal Republic of Germany is now providing the help 
necessary to maintain Berlin’s economic well-being. U.S. special 
assistance for Berlin, although modest in amount, underlines our un- 
diminished interest in the city’s survival in freedom and is a support 
to the Government and the people of the city in their resistance to 
the unrelenting Communist pressures to which they are subjected. 

American aid is being ect jointly with West German and West 
Berlin financing for the construction in Berlin of a medical teaching 
center. 

The center, when completed in 1964, will not only help to relieve 
the present hospital bed shortage but will stimulate the training of 
medical personnel, and will introduce American research techniques 
while at the same time generally furthering development of German 
medical research. 

The program for Yugoslavia for next year is limited to a small 
amount of technical cooperation. This assistance is designed to 
familiarize Yugoslav technicians with modern American methods 
in agriculture, industry, mining, transportation, and public adminis- 
tration. 

The fact that we are continuing assistance to Yugoslavia does not 
imply approval of the Yugoslav political or economic system. It 
should be regarded rather as a demonstration to the satellites of 
Eastern Europe, and to the uncommitted nations of the world, that 
the United States is ready to support the efforts of any country which 
needs help in preserving its Caeaaines from Soviet domination. 

The fourth program of economic assistance is for NATO science, 
and the multilateral programs of the Organization of European 
Economic Cooperation (OEEC). The NATO science program, now 
in its third year, supports fellowships, research institutes, and re- 
search projects aimed at increasing the overall effectiveness of the 
scientific potential of NATO countries. 

Of the OEEC programs, the United States is particularly con- 
cerned with those projects with the objective of increasing the num- 
ber and quality of scientists and technicians of the Atlantic Commu- 
nity, as well as those of assistance to areas of the world in the process 
of development. 


FORTHCOMING NEGOTIATIONS WITH RUSSIA 


In summary, I would like to call attention again to the negotiations 
we are about to begin with the Soviet Union. These negotiations will 
present us simultaneously with a tremendous opportunity and a tre- 
mendous challenge. 

Our ability to make progress toward a secure and peaceful world 
will depend in large measure upon the strength, unity, and determi- 
nation displayed by the Western World as a whole. 

I do not need to stress the dangerous consequences that could 
follow if the Soviet Union, or even our friends, gained the mistaken 
impression that U.S. support for NATO was slackening at this 
critical time. 
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I am convinced that the Mutual Security Program is one of the 
surest and most effective means of mobilizing our strength in NATO. 

It is for this reason that I believe favorable congressional action on 
the Mutual Security Program is of greatest importance in carrying out 
our defense and foreign policy objectives. 


REDUCTIONS IN U.S. MILITARY STRENGTH 


The Cuairman. Thank you very much, Mr. Kohler. That is avery 
comprehensive statement. There are one or two questions. You 
sua of the unwisdom of unilaterally reducing our armed forces 
while negotiating with the Russians. Has this statement been cleared 
with the administration ? 

Mr. Kouter. I consider it so cleared ; yes, sir. 

The Cuairman. The statement is directly contrary to its policy. 
It insisted on cutting the Army last year, by 30,000, didn’t it? Didn't 
it recommend cutting the National Guard? MHasn’t it reduced our 
Army? Do you think the administration would agree with this 
statement ? 

Mr. Konter. Yes, sir; I do. 

The Cuairman. Does it speak one way to this committee and a 
different way to the Budget Bureau, and to the Appropriations 
Committee? 

Mr. Kouter. Mr. Chairman, this is the policy. 

The CuarrMan. Don’t you know they did cut the military? It is 
not news to you. They insisted over the objections of the Congress in 
cutting the Army, didn’t they ? 

Mr. Konter. Yes, sir. 

The CuarrMan. It is ridiculous to come here and make a statement 
to this committee which is directly contrary to the policy of the 
Government in the military field. You have military advisers. Isn’t 
it true they cut the Army last year, General ? 

General Parmer. 30,000 I believe; yes, sir. 

The CuarrmMan. Didn’t they ask to cut the National Guard and the 
Congress refused to do it ? 

General Patmer. That is correct. 

The Cuarrman. Such statements as this leave me up in the air. 
You state it would be ridiclous to cut our armed forces while we 
are negotiating with the Russians and at the same time it is done. 

How do you explain it? In fiscal year 1961 you asked for military 
assistance, for example, of $2,346 million. The Budget Bureau al- 
lowed $2 billion, a reduction of $346 million in this field aside from 
our domestic. Then you come and tell us it would be very stupid to 
be reducing our military strength while we are negotiating with the 
Russians. 

Mr. Kouter. Mr. Chairman, I think I am not a competent witness 
on this question. 

The Cramman. You made the statement though that this would be 
very silly. 

Mr. Konter. Yes. 

The CHarrman. That is why I asked you if it was cleared with the 
administration. Do you think the President would approve this 
statement ? 
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Mr. Konurr. I do, Mr. Chairman. 

The Cuarrman. How could he approve it in view of his actions? 

Mr. Kouter. Mr. Chairman, as I understand it, 1 believe that the 
question which has been discussed is not a specific question of num- 
bers but of effectiveness of forces. 

The Cuarrman. With regard to our own Army, I would think 
it is elementary that reducing the Army by 30,000 reduces the power 
ofthe Army. The Army thought so, didn’t it, General ? 

General PaumMer. My impression is yes, Mr. Chairman. I was sta- 
tioned in Europe last year. 

The CHarMan. You heard about it / 

General Patmer. I wasn’t involved in the debate. 

Senator Gore. He read the publications. 

The CHatrmMan. Now take your own military assistance request 
which was originated by the military. I assume you participated in 
it, didn’t you, ‘General ¢” 

‘General Paumer. Oh, yes. 

The Cuamman. It was cut by $346 million; a very large percent- 
age of the request. 


ECONOMIC ASSISTANCE TO SPAIN 


How much aid have we given to Spain? Do you have it avail- 
able ? 

Mr. Konuer. The overall figure, Mr. Chairman. 

The Cuamman. Yes. I wouldn’t mind having military construc- 
tion costs also, I mean, aside from military assistance. How much 
aid did we give them ? 

Mr. Kouter. For some years, our defense support aid—which is 
incorporated in this bill had run approximately $50 million per 
year. 

The CuarrMan. For how many years? 

Mr. Kouuer. Since about 1953, I believe. The cumulative figures 
for Spain through fiscal year 1959, economic assistance, is $466,588, (000. 
In 1960 the estimated expenditures will be approximately $46 million, 
{| Deleted. | 

The CuarrmMaAn,. Over $500 million for defense support. 

Mr. Kouter. That’s right. I might explain in this connection that 
last year there was undertaken in Spe una really full dress stabilization 
program in which the OKEC, the Intern: itional Monetary Fund, and 
our private banks contributed stabilization funds totaling about $246 
million, and this is the program that I mentioned here, 

The Cramman. This was in addition to this defense support ? 

Mr. Kouter. Yes, sir. 

The CHarrmMan. What was our part ? 

Mr. Kouter. A part of that was our defense support up to the last 
year which was $45 million, Mr. Chairman. 

The Cuatrman. Additional. 

Mr. Kounter. Yes, sir. 

The Cuarrman. I don’t want to duplicate these figures. Is that 
figure included in the figure just given ! 

Mr. Konter. That does not include our last year’s figure. 
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The Cuarrman. It isa fair statement to say that from 1953 through 
1960 we have given them in defense support and other economic aid 
over $500 million; is that right? 

Mr. Kouter. That’s right, sir. 


MILITARY CONSTRUCTION EXPENDITURES IN SPAIN 


The Cuarman. And in addition to that, we have spent in the coun- 
try in military construction more than that, haven’t we? Do you 
have that figure available in round numbers ? 

Colonel Arrwoun. In military construction, around $400 million. 

The CHarrman. Those are the main items? 

Mr. Kouter. I should add to that, Mr. Chairman, that we have 
also provided surplus agricultural commodities under Public Law 
480 to a grand total of about $390 million. 

The CuHarrman. That totals $1,290 million. 

Mr. Kouter. Mr. Chairman, I should supplement. There has been 
a military assistance program in Spain. 

The CuarrmMan. In addition to this? 

Mr. Kouter. Which I don’t believe is included in your figures. 

The CuatrmMan. What is that? 

General Mintier. Cumulative through 1960 is $420 million, sir. 
[ Deleted. | 

Senator Lauscun. Are you looking at the same book we have? 

Mr. Konter. Yes, sir. 

Senator Lauscnr. What page is that on? 

Mr. Kouter. Page 75. 

The CuHatrman. That runs it up to $1,700 million, doesn’t it? 
[ Deleted. } 


Mr. Kouter. Yes, sir. 
CHANGES IN COMPOSITION OF EUROPEAN PROGRAM 


The CHarrmMan. Senator Green ? 

Senator Green, I first want to congratulate you on the clarity of 
the whole report. 

Mr. Konter. Thank you very much, sir. 

Senator Green. Several points, however, are a little obscure. For 
instance, you said: 

The mutual security program for Europe in fiscal year 1961 is almost entirely 
military. Its purposes, as in the past— 
in other words, they don’t change. Then a little later you speak about 
changes, and I don’t quite understand the consistency of that. 

Mr. Koutrer. Senator, where is this quoted? May I ask where the 
quoted statement is? 

Senator Green. You start right on page 1, the second paragraph. 

Mr. Konter. That’s right, sir. There has been no significant eco- 
nomic aid in the European area for several years now. The Marshall 
plan in its day was of an order of magnitude of billions, but that was 
terminated in fiscal year 1956. Since then economic aid has been only 
select. special purpose aid, and the Mutual Security Program has con- 
tributed almost entirely military assistance to our NATO allies. 
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Senator Green. Has there been a change or hasn’t there been a 
change ? 

Mr. Konter. There has been a change in the sense of the discon- 
tinuance of big economic aid programs, and in the military programs 
there has been some change in their nature. As I point out in the 
statement, these programs as of this year are almost entirely programs 
to equip our NATO allies with modern weapons, whereas in the past 
at times we contributed heavily to the buildup of their regular 
miltary forces. 


ALLIES’ ATTITUDE TOWARD DECREASING U.S. CONTRIBUTIONS 


Senator Green. Has there been any relative change in the amount 
contributed by the United States and our allies? 

Mr. Kouter. There has been a great relative change. I cited in 
my statement the fact that in 1953 we were bearing 28 9 percent of the 
collective expense of the NATO alliance military effort, and that 
today we are bearing only 8 percent. There is another figure that 
is pertinent to this. General Norstad has made an analysis of the 
direct country programs, leaving out the contributions that we make 
to the regional programs that I ‘have mentioned in my statement, the 
infrastructure and the NATO headquarters and this Lind of thing. 

But considering only the defense expenditure of the individual 
countries, and our contribution to the national programs of individual 
countries, he comes to the comparable figure that in 1953 we were 
country by country on the average contributing over 20 percent of 
their military expenditure, and that as of today we are contributing 
only 4.2 percent of their military expenditure. 

Senator Green. If we take the credit for making these reductions, 
do the foreign nations give us the credit or do they complain of it? 

Mr. Kouter. Well, this is a matter of continual discussion with 
our allies. 

Senator Green. But you must have arrived at some conclusion. 

Mr. Kouter. It is a give and take proposition that goes on always 
with us endeavoring to maximize their contributions. 

I think it has not seriously interfered with our relationship. Some- 
times we have had differences of opinion as to how much a given ally 
ought to be carrying of the common burden, and we still have those. 

Senator Green. I can’t make out from your statement whether, 
while we claim the reductions have been to our advantage, they claim 
that it is to their disadvantage ? 

Mr. Kouter. I think it is fair to say that the more they could have 
us bear, the more they would like it. 

Senator Green. I am not asking what they would like. I want to 
know if they have given expression to that. 

Mr. Konterr. Not publicly, si 

Senator Green. Privately ? 

Mr. Kouter. In discussions, yes. They have shown certain resist- 
ance to increasing their own military expenditures. By and large 
they have a much smaller per capita gross national product than we 
have, a lower level of living. They have political pressures to im- 
prove the economic conditions in their own countries, and they be- 
grudge to a certain extent the expenditures that they must make on 
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defense, just I must say as some people do in the United States, so 
that it is a continual matter for discussion with them and for 
negotiation. 

Boonies Green. You feel that they have a feeling to which they 
give expression that we have reduced our relative contributions; 1s 
that it ? 

Mr. Kounter. Yes, I believe they would like to see them higher and 
see us go forward faster in helping them to meet the agreed NATO 
force goals. As you know, these force goals have been agreed, and 
most countries have not yet come up to the level that has been deter- 
mined by the Supreme Allied Commander to be the desirable contri- 
bution of the given country. 

This requires a considerable investment not only in conventional 
forces but in the improvement of the weapons provided to the Euro- 
pean Armed Forces. I think they would welcome a faster buildup 
and I am sure that General Norstad would welcome a faster buildup. 

Senator Green. Although the amount you have asked for has in- 
creased at the same time, they are dissatisfied with the reductions al- 
ready made; is that right? 

Mr. Konter. I believe that is right, sir. I may point out that one 
has to keep in mind the difference between the appropriation and the 
delivery. 

So far there has been a substantial and continued flow of actual 
deliveries of weapons to our allies under these programs. The spot 
we are in today, however, is that for a few years our appropriations 
have been reduced so that the pipeline is running dry, and unless we 
can have an increase this year, in fact in the actual deliveries that 
come during the next few years, because all of these military items 
require a certain amount of lead time in their manufacture, this will 
really begin to have a most injurious effect on deliveries and thus on 
our effective military posture. 

Senator GREEN. | believe my time is up so I shall not pursue this. 

The Cuatrman. The Senator from Wisconsin ? 


EUROPEAN DEFENSE PURCHASES IN THE UNITED STATES 


Senator Wier. I am very sorry, Mr. Kohler, that I was not here 
to hear the first part of this statement. I have a few questions that I 
shall propound. 

I want to be sure that I understand what you are talking about 
when you say the total defense expenditure for European NATO 
countries last year was $13.6 billion. You mean that is what we 
expended and what they expended; is that right ? 

Mr. Konter. No, sir. That is expenditure of the European NATO 
countries themselves. That leaves out the United States and Canada. 

Senator Wirey. All right, that clarifies that. Now how much did 
we put into NATO last year? 

Mr. Kouter. In the way of military assistance ? 

Senator Winey. Yes. 

Mr. Kouter. Less than $1 billion, or approximately 8 percent of 
their own expenditures. 

Senator Wiry. If they expended $13.6 billion, did any of that 
come to this country? Did they buy any material in this country? 

53356—60-——14 
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Mr. Kouuer. The answer is “Yes”, they bought very extensively in 
this country last year, I could give you a full list of the military 
purchases that have been made here, but just recalling out of my own 
mind, the Germans in the last few years have spent approximately $700 
million here for military materiel. The British have also spent some 
tens of millions. If you would like, we could provide you with a 
list of just what they have purchased, but the answer to the question 
is yes, they have made very substantial purchases in this country; and 
as I mentioned in my statement, in fact last year their expenditures 
in this country were $100 million more than our expenditures under 
this program in the European area. 

Senator Winey. In the military field. 

Mr. Kouter. That is right, sir. Iam speaking to the military pro- 
gram only. 

Senator Witey. We spent about $1 billion last year, you said. 

Mr. Konter. Total, But of course most of this is spent in the 
United States for the procurement of materiel here. 

Senator Wixey. I understand. Then they spent $1 billion in this 
country ¢ 

Mr. Renan Not last year. No, they spent—lI should clarify this. 
Of the military assistance programs, a sum roughly $1 billion in the 
European area—do we have an exact figure on the percentage in the 
European area ? 

Senator Winey. Ten percent ? 

Mr. Kouter. That is the overall figure. It runs higher in Europe. 
The figure that I think you have been given by the Secretary of 
Defense is a global figure. 

Senator Wixey. He said 90 percent was spent in this country so 
that left 10 percent. 

Mr. Kouter. That’s right. That is a global average, sir. 

In the European area we spend more because we participate in a 
number of cost-sharing programs in which we help to finance the 
actual production of weapons in Europe, so that in Europe I can 
provide the exact figure for the record, but it runs to an order of 
magnitude of 20 percent. So this would mean $200 million. I will 
provide the exact figures later; $200 million of approximately $1 bil- 
lion appropriation we actually spend out of this military program 
in Europe. To get the figure of $100 million more that they have 
spent here would mean an expenditure in this country during the 
same period of $300 million. 


EUROPEAN DEFENSE PURCHASES RELATED TO U.S, EXPORTS 


Senator Witry. We have that pretty well clarified then. Now 
then, what do you anticipate is the amount that they will spend here 
in this country this year 4 

General Miuuer. I don’t think we have a figure on that. You mean 
the hardware that people in Europe will buy in this country? It 
will continue at about the same rate. 

Senator Wuxy. I am talking about the military. Last year 
$13.6 billion, the witness stated, was provided by the European 
NATO countries. I want to know how much of that $13.6 billion 
was actually spent in this country. Once we find that, we begin to 
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realize that that is part of the export-import composition. I want 
to find out because right now there is a gap in the figures. 

In other words, our exports are lagging and our ‘friends are ex- 
porting into this country a lot of goods in competition with our 
products. I want to get the overall figure because the matter of 
aeteanh is one thing, and the matter of economic health in this coun- 
try is another thing, and.the matter of the people’s dissatisfaction 
with economies is yet another thing. We have to get all those factors 
in line if we expect to get enough money to take care of what we think 
isa threat and of what isneeded in NATO, 

I would like if you could to get the picture clarified in my own 
mind. How much of our exports are the result of our allies buying 
military hardware in thiscountry? Tome it isa very serious proposi- 
tion, because I get letters from folks every day who don’t comprehend 
the significance of the threat. 

(The following information was subsequently furnished :) 


STATEMENT ON MILITARY EXPENDITURES ENTERING BALANCE OF PAYMENTS 
BETWEEN UNITED STATES AND EuROPEAN NATO CountTRIES 


Expenditures by the Department of Defense under the military assistance 
program which enter the balance of payments between the United States and 
European NATO countries, totaled $256.6 million in fiscal year 1958 and $199.7 
million in fiscal year 1959. These expenditures include NATO infrastructure, 
offshore procurement, and U.S. contributions to the weapons production program 
and the mutual weapons development program. 

Purchases of equipment, supplies, and services by European NATO. countries 
under the authority of military sales provisions of the Mutual Security Act 
were $237.5 million in fiscal year 1958 and $310.9 million in fiscal year 1959. 
These totals do not include purchases by European NATO countries direct from 
U.S. commercial sources, for which corresponding figures are not available. 


U.S. INTEREST IN EUROPEAN ECONOMIC PROBLEMS 


Senator Wirry, Now there is one other question I wanttoask, You 
have probably been noticing that conditions in Europe are at sixes 
and sevens as we say. The situation in Germany and Britain is not 
very wholesome and NATO is ina rather bad condition, 

Is the State Department doing anything about improving the 
situation ? 

Mr, Konter. We are making a very great effort indeed in this field. 

You may recall that Mr. Dillon went over to Europe last year, 
yisited several capitals. This was followed by a review of the whole 
economic organization question in Europe, as a result of which we are 
moving really in three directions, There has been set up a trade 
committee consisting of all the former OEEC members plus the 
United States and Canada, as well as the European Economic Com- 
munities. There has been set up a development assistance group con- 
sisting of those European countries plus Japan which do contribute 
or are capable of contributing substantial bilateral aid to underde- 
veloped countries. ‘There has been set: up a small group sometimes 
referred to as wise men on which Ambassador Burgess is our repre- 
sentative and chairman in Paris, to consider the reorganization of the 
Organization of European Economie Cooperation into an organiza- 
tion in which Canada and the United States can become full members. 
There will be a meeting of the economic ministers of all countries in- 
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volved plus representatives of the European Economic Communities 
next month. 

We hope out of this will come formulae which will ease the conflict 
today between the Common Market and the so-called European free 
trade area, the seven. We are making a strenuous effort that this be 
done. It is only fair to say that our own interest—and I think it re- 
flects the will of the Con in European integration is concen- 
trated particularly on the deiilepmeid of the Common Market, which 
has great implication from the point of view of Franco-German rap- 
prochement which has implications from the point of view of strength- 
ening Western Europe in general, and leading to political cooperation 
as well as economic cooperation. Only recently when Adenauer was 
here we put out a statement indicating that we favored this, and 
Adenauer indicated his agreement with us. 

I believe we will work it out. It is a difficult problem. But our 
whole policy here, while supporting the Common Market, is to push 
both of these organizations toward a global liberalization policy that 
is in conformity with the principles of the GATT, the General Agree- 
ment on Trade and Tariffs. 

Many of these problems will then be worked out in concrete terms 
in the soe aetarien GATT negotiations that are scheduled to begin 
in September. 

So the answer to your question, sir, is that we are making some very 
strenuous efforts to find a solution to this problem. It is not an easy 
one and it will be with us for some time. 


COMPETITION FOR FOREIGN MARKETS 


Senator Wirry. I have been informed my time is up but I do want 
to make one additional comment because you did most of the talking, 
sir. 

In the last analysis, trouble has arisen out of the competition 
that results from these countries that we have built up to become real 
producers, and the trouble right now between Germany and Britain 
relates to the question of marketing their products. It is the old, old 
story. And we have the same thing here. Such things as shoes 
from Japan, and other products, that have come in here competing 

retty soon will compete with our labor. Those are the things we 
bie to think through. I am sure you people in the State Department 
are thinking about it, but I think you have to try to get some kind 
of an analysis that will lead to a solution of this problem. 

The Cuarrman. Senator Sparkman? 


ECONOMIC ASSISTANCE TO EUROPE 


Senator Sparkman. Mr. Secretary, in your paper you bring out the 
point that economic assistance to Europe has practically disap- 
peared. Then pon name four different projects. I wonder if you 
could identify them. In the case of Spain—I am looking at the chart 
on page 1—is [deleted] right? 

Mr. Konter. Of the European book, sir ? 

Senator Sparkman. I am looking at the European book; yes. 

Mr. Kouter. Yes, sir, that is right. [Deleted] 
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Senator SparKMAN. And [deleted] is defense support? 

Mr. Kounter. [Deleted | 

Senator SPARKMAN. What is the other small item? 

Mr. Kouter. It is a small technical assistance program. 

Senator SpaRKMAN. Then in Yugoslavia [deleted]. Well, you show 
what that is. That is technical cooperation. [Deleted] 

I believe under Yugoslavia an undistributed amount, unused 
amount, is shown. Is that what is in the pipeline? When we see 
one of those items, does that mean that is still in the pipeline? 

Mr. Konter. I will have to check the figure you are referring to. 

Senator SparKMAN. I was wrong. That was Poland at which I 
was looking. Expenditures are given, and then an unliquidated, 
cumulative column of $7 million. Does that mean that that is to 
continue available until it is used up ? 

Mr. Kouter. Oh, that’s right. There has been some reprograming 
of that. 

Senator SparKMAN. But it is continuing from previous years? 

Mr. Kouter. That’s right, sir, it has already been allocated. 


SCIENTIFIC PROGRAMS IN EUROPE 


Senator Sparkman. Then you have under multilateral programs 
$1,800,000. Would that be this project in Berlin? 

Mr. Koutzr. No, sir [deleted] the multilateral programs are really 
highly special purpose programs. The first one is for a NATO science 

rogram. It is about 3 years old, in which we have had the very 

ne contribution of Dr. Rabi of Columbia University as our repre- 
sentative. This is a very high level scientific research and mobiliza- 
tion program in the interest of mobilizing the best technical and 
scientific facilities of the NATO Alliance for purposes which I think 
have become clear in recent years. 

Senator SparKMAN. Do all of the NATO countries participate? 

Mr. Konter. Yes, sir. 

Senator SparKMAN. It is referred to as multilateral ? 

Mr. Konter. All participate. That’s right, sir. 

Senator SparkMAN. That would not include other countries shown 
in Europe like Yugoslavia and Poland? 

Mr. Konter. That’s right. It is purely a NATO program. 

Then there is another scientific program at a lower level in which 
all members of the OEEC—the Organization for European Eco- 
nomic Cooperation, which differs from NATO and is broader 
than NATO—cooperate. This is based on a different approach and 
is calculated to produce for the future, because this is for the im- 
provement of scientific and technical education at a lower level, not 
working with the finished product, and I may say in both of these 
programs we contribute a part. In the case of the NATO science 
program our overall share has been about 40 percent. In the case 
of the OEEC program, it has been something less than that. Do you 
have the figure ? 

It is about 35 or 40 percent of that program. Then the one other 
program of a multilateral nature in the economic field is also a special- 
zed program. It is the European Productivity Agency which falls 
under the OEEC also. EPA has now become more or less a mis- 
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nomer. At ‘one time it was devoted to supplementing in a technical 
field the efforts of the Marshall plan to rehabilitate Kurope eco- 
nomically. 

In recent years it has taken the form of technical development in 
support of aid to lesser developed countries, and thus has been a part 
of our effort to encourage greater Kuropean efforts in aiding under- 
developed countries. Among other things this program has been used 
for what we call third country training of our ICA programs. 

For example, if we have a program in a given place in Africa, and 
just the right kind of technical education can be obtained somewhere 
in Europe, this is arranged through the EPA. 


PROGRAM FOR POLAND 


Senator SparkmMan. Now let me ask you about Poland. It looks 
like we never have carried anything in the bill for Poland. Did we 
‘arry something in the Mutual Security Program for Poland one 
year ? 

Mr. Konter. I think never by designation. This has been out of 
the undistributed special assistance funds. 

Senator Sparkman. Oh, yes; that wheat deal. I recall it. 

Mr. Kountrr. Yes, most of the money. out of this bill has been in 
support of the Public Law 480 assistance we have given them. To 
pay ocean freight, in addition to which there have been relatively 
modest programs for some purchases here.. For example, Poland is 
accumulating a very considerable indebtedness to the United States 
under these Public Law 480 programs, and we do have some interest 
in enhancing their capacity to pay this eventually, so that one of the 
programs has been to give them help to establish a good canning plant 
so that some of their products can be canned and become export 
products. 

SITUATION IN POLAND 


Senator SparkMAn. Would you discuss briefly the relations between 
Poland and the Soviet Union and the internal political situation in 
Poland now as compared with a year ago when we were considering 
this program ? 

Mr. Kouter. I will be glad to; since last fall there has been a certain 
tightening up in Poland of the relatively liberal regime that came in 
after the events in October 1956. We watched this very carefully 
to determine whether in fact it was making a significant change in 
the situation that would cause us to modify the sort of forward policy 
we have been following in our relations with that country. 

I believe we are satisfied that by and large this was motivated by 
what we know was an extremely serious economic crisis in Poland 
last, fall., ‘Their planning was defective. Their price structure was 
maladjusted. And on,top of this they had a really serious drought. 
So that most of the tightening up has been in the economic field and 

as been an attempt to get over the economic crisis. There have been 
some changes in other parts of the administration, but by and large 
the church remains: strong in Poland and has recently concluded a 
new modus vivendi with the Communist. regime there. 
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The police state aspects that feature other Communist countries 
have not been reintroduced. There has not been forced agricultural 
eollectivization [deleted]. 

Senator SparkMAN. Mr. Chairman, my time is up. 

The CuarrMan. Senator Hickenlooper ? 


DOES OUR NATO CONTRIBUTION INCLUDE THE COST OF OUR MILITARY 
ESTABLISHMENT IN EUROPE? 


Senator Hickentoorer. Mr. Kohler, in your statement you pointed 
out that we are paying about 8 percent today of the NATO costs and 
in 1953 we were paying 28 percent. Does this 8 percent mean that 
we are paying 8 percent of the NATO costs over and above the costs 
of our own troops and equipment in Europe? 

Mr. Kouter. It does not include our own troops in Europe. This 
figure is a collective figure in the sense that it includes our military 
security program contributions both countrywise and for the collec- 
tive structure, the infrastructure programs and other regional pro- 
grams. It does not include our own defense budget. 

Senator HickrenLoorer. We maintain all of our own equipment 
and our own forces in Europe and pay all those expenses. Then in 
addition to that we contribute approximately 8 percent to the total 
overall cost of the NATO operation ? 

Mr. Konter. That’s right. If I could add this one thing though: 
That in most of the countries we receive contributions—not 1 monetary 
contributions—but contributions in the way of land facilities and 
this sort of thing for the support of our own troops there, so that for 
our support of our own troops our only direct dollars costs are pay 
to the troops and that kind of thing. General Miller may be able 
to provide greater detail on that. 

Senator H1ckenLoorer. I understand that. My time won’t permit 
a detailed answer to this, but while we receive certain things in Europe 
we pay for them, don’t we! That is, we build airfields and we build 
this anid we build that. The infrastructure over there has been ¢alled 
a fantastic contribution of American money to what can and probably 
will eventually result in civilian utilities in those countries; isn’t that 
correct? I am not necessarily objecting to this situation. I would 
like to get a clear picture of it. It seems to me that 8 percent is 
not a realistic assessment of what our costs are. 

Mr. Konter. Of course I have tried not to be misleading as to what 
the figure is. 

Senator Hickenuoorrer. I think compared to the 28 percent. it 
formerly was it is realistic but it depends on what kind of a yardstick 
you use. 

Mr. Kounter, That’s right. Now on the infrastructure side though, 
I may say that there has been none of this expenditure that was not 
a certified military requirement of the Supreme Allied Commander. 

Senator Hickentoorrr. I understand. 

Mr. Konter. What eventually happens with the change of tech- 
nology no one can quite say, Our percentage in that program is cur- 
rently about 37 percent [deleted]. 

Senator Hicxen oorrr. As I say, I was just trying to get the actual 
cost cleared up in my own mind. I am not so sure about the com- 
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parison measurement that is used here. The equipment costs a lot 
more now than it did in 1953, doesn’t it ? 

Mr. Koutrr. Yes, sir, particularly the kind of equipment that is 
going into these programs now. 

Senator Hickentoorer. Has our personal total dollar investment 
or expenditure—not the percentage of what any other country does 
but the total dollars that we spend there—materially reduced itself 
since 1953 ? 

Mr. Koutrr. My recollection, subject to check, is that our highest 
figure in the Mutual Security Program for Europe was in fact slightly 
over $3 billion in 1953, and we are now asking you for approximately 
$1 billion. 

Senator Hicken.oorer. So it is about a third of what it was? 

Mr. Konter. That’s right. 

General Muuer. The chart on page 51 shows the deliveries to 
Europe have come down. This was 1953. 

Senator Hickenvoorrer. Thank you, Mr. Chairman. 

The Cuairman. Senator Gore ? 





THREAT TO BERLIN 


Senator Gore. Mr. Secretary, there is much in your statement with 
which I find myself in agreement. For instance, you said that Mr. 
Khrushchev has recently been making it clear that there is no altera- 
tion in the basic Soviet positions on Berlin and Germany, and that 
the threat of unilateral Soviet action at some time remains. 

Did not the Soviet dictator make this clear, as you say, in his recent 
trip to Southeast Asia and Indonesia ? 

Mr. Kouter. I think he mentioned it in several of his speeches on 
that score as well as in his speech when he returned to Moscow. 

And I think as recently, by the radio reports, as yesterday he made 
a similar statement in Paris, to the effect that it has become an urgent 
matter that there be this peace treaty proposal with the two Germanys. 

Senator Gore. So he withdrew the ultimatum temporarily and has 
now restated it. Now the day before yesterday Secretary Herter testi- 
fied to the committee: 

As you know, the President refused to go to any summit conference until 
the threat, the ultimatum in regard to Berlin was withdrawn. He has been 
willing to go now and sit and discuss. 

Now in the paragraph in which you show how Mr. Khrushchev has 
practiced duplicity, you begin, however, by saying this: 

We might, in fact, take a lesson from the opposition in this regard. 


I am puzzled by just what lesson you think we should or could take 
from this. 

Mr. Kouter. I think that the lesson to take from this is that you 
don’t weaken your stance in advance of negotiations. 

And I think that is what Mr. Khrushchev has been showing, that 
he is not weakening his stance in advance of negotiations. 

I must say though in this same connection that he has been very 
careful not to step over the line of any dated or imminent threat, of 
unilateral action. The ultimate threat remains though, I agree. 





a 


t 








MUTUAL SECURITY ACT OF 1960 211 


Senator Gore. I don’t recall the exact words President Eisenhower 
used, but I do not remember that he particularized that the ultimatum 
or the threat should be withdrawn as of a specified date. 

He said “withdrawn,” as I recall it. Do you recall it? 

Mr. Kouter. I do not recall the exact words. 

Senator Gore. I will undertake to ascertain that. But here you 
have pictured a withdrawal, and then a reassertion. I still don’t quite 
get what lesson we should dr: aw from this. I am sure you don’t mean 
that we should practice any such duplicity as this. 

Mr. Konter. I am not recommending duplicity at all, but I would 
recommend a strong posture and evidence of determination. 


SUMMIT MEETING 


Senator Gore. You say that in several instances, one of which 
Senator Fulbright has already pointed out. 

What do you think the position of our President should be? He 
has agreed to go to the summit conference on the basis that the ulti- 
matum has been withdrawn. Now it has been made clear that there 
is no alteration and that the threat of unilateral Soviet action, at 
some time, remains. Do we split hairs? The ultimatum is going to 
be withdrawn for May but it may be restated and reinstituted in June. 

Mr. Konter. I think Mr. Khrushchev’s statements which I have 
always followed very carefully have made it clear he is not contem- 
plating any unilateral action prior to negotiations. 

Senator Gore. That was never the point, Mr. Secretary. 

The point of his ultimatum, if I recall it correctly, was that unless 
the Western Powers knuckled under to his demands, he would move 
unilaterally. Now you say he has made it unmistakably clear that 
there is no alteration in that position. 

Mr. Kouter. In his basic positions on Germany and Berlin I think 
that is true, sir. 

Senator Gore. And yet the Secretary testified that the President is 
going to the summit without knowing what is to be discussed, without 
any real hope of success. 

This is, I repeat, a most disturbing situation. Thank you, Mr. 
Chairman. 

The Cuarrman. Senator Aiken. 

Senator Arken. Well, has Mr. Khrushchev been informed yet of 
all the cards we expect to hold when we get to the summit conference ? 

Mr. Koutrr. No, sir. I think it would be somewhat premature 
to do so. 

Senator Arken. I have no further questions. 

The CHarrMan. Senator Mansfield ? 

Senator Mansrtetp. No questions. 

The CrarrmMan. Senator Lausche? 


NATO AND U.S. DEFENSE EXPENDITURES 


Senator Lauscne. I want to clarify in my own mind what the ex- 
penditures are. 

Now the NATO nations are expending $13 billion; is that correct? 

Mr. Konter. That is correct, sir, 
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Senator Lavuscur. We are expending $1 billion in aid to the NATO 
countries. 

Mr. Konver. That’s right, if you include multilateral and other 
programs for NATO. 

Senator Lauscur. Are the NATO countries expending anything 
more than this aggregate of $13 billion? To make my question clear— 
we are expending § $1 billion plus our own expenditures in maintaining 
our own forces. Does that same formula apply to the other NATO 
nations ? 

Mr. Konter. No, sir. This includes their defense budgets. 

Senator Lauscne. Their total expenditure for all purposes is $13 
billion ? 

Mr. Konter. For defense purposes; yes, sir. 

Senator Lauscne. Ours is $1 billion in aiding them and in addition 
thereto it is expenditures that we make in financing our own person- 
nel and equipment. 

Mr. Konter. That’s right. 

Senator Witry. How much is that amount ? 

General Mitier. In Europe, sir? 

Senator Lauscne. In the NATO area, including Turkey. 

General Mituer. I do not have the figure for that, sir. 

The Cnatrman. Do you have it for Europe? 

General Mitier. No, sir; not total U.S. military expenditures. I 
can get such a figure, sir. It will have to be an approximation. 

The Cuarrman. Would you like him to get it for the record? 

Senator Lauscue. I didn’t ask the original question. 

Senator Witey. I would like you to cet it. You can give us an 
estimate now and see how good your estimate is when we get the cor- 
rect figure. 

General Mitier. I would really prefer not to give an estimate, sir. 
This is a very difficult thing toestimate. Al] the services are involved. 

Senator Wirtey. Do you think it is as much as they are spending— 
$13 billion ? 

General Miter. No, sir; I do not believe it is that high. 

(The information supplied is as follows :) 


STATEMENT ON TotTaL Cost or U.S. MEMBERSHIP IN NATO 


There is no meaningful way to compute the total cost of U.S. member- 
ship in NATO. The costs that would be involved include the U.S. contribu- 
tion to the NATO International Headquarters budget, the U.S. payments for its 
share of NATO commonly financed infrastructure, the cost of military assist- 
ance that is provided to NATO member countries, and the cost of that portion 
of logistical support allocable to the U.S. force commitment to NATO. The 
force commitment and the related support are the elements for which we do 
not have separate costs and without these a statement of U.S. cost would not 
be meaningful. 

Some of the problems that make it unrealistic to attempt to assess the cost 
of these forces are: (1) some air squadrons rotate between the United States 
and Europe; (2) most of the forces involved have roles in addition to their 
NATO commitments; and (3) forces such as the Strategic Air Command and 
other similar forces, although neither committed nor earmarked to NATO, have 
a supporting role in the event of a major conflict involving NATO. In addi- 
tion, there is no basis for allocating the cost of logistical support that is appli- 
cable to NATO participation as distinguished from that applicable to solely U.S. 
military missions and tasks. 
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In light of the above consideration, coupled with the fact that the forces 
involved in our NATO participation would be required U.S. forces regardless of 
this commitment, we do not consider that any meaningful cost can be provided 


that would be applicable to U.S. NATO participation. 
NATO MILITARY FACILITIES 


The CuarrMan. Go ahead, Senator Lausche. 

Senator Lauscur. Now then, you have testified in effect that the 
strengthening and the maintenance of the NATO program is essen- 
tial to the security of the country; is that correct ? 

Mr. Konuer. Yes, sir. 

Senator Lauscue. And that these nations in NATO on the basis 
of their per capita income and their gross national product do find it 
difficult to spend more than they are now spending ? 

Mr. Konzerr. That’s right. 

Senator Lauscue. Am I veg ary that this money in part is used 
for the bases which we have in Turkey—now moving westward— 
Greece, Italy, Spain, Germany, "Norway, and the United Kingdom? 
Did I leave any out or did I put some in that should not be put. in? 


Mr. Koner. Our military relationship with Spain is a bilateral 
relationship. 


Senator Lauscne. I see. 

Mr. Konter. None of this NATO money goes for that. 

Senator Lauscue. Let’s get that clear at this point. The money 
to Spain is separate from this billion. 

Mr. Konter. Our aid to Spain is in this bill too, but the NATO 
figure would apply only to the financing through infrastructure of 
NATO bases in NATO countries. That would include in fact all the 
countries that you have named insofar as these are NATO bases 
under infrastructure. With some of these countries we have inde- 
pendent arrangements also. 

As you know, in the UK we have some of our own SAC forces 
stationed; [deleted] but these are strictly U.S. military arrange- 

ments, that I am not really competent to testify on, supplemental to 
NATO. 

Senator Lauscne. These nations I have identified are the ones that 
we have selected and with whom we have been able to make arrange- 
ments to build up the peripheral strength that we have around the 
Soviets. 

Mr. Kouter. Yes. 

Senator Lauscue. I am not going into the Far East now. 

Mr. Kouter. That is correct, sir, under NATO auspices. 

The Cuatrman. Do we have a base in Norway ? 

General Miter. No, sir. 

The CHatrMan. He named that country. 

Mr. Konter. There are some facilities in Norway. 

Senator Lauscnue. The other day a witness here pointed on a map 
in the direction of the Scandinavian countries, and that is why I have 
been left with that impression. 

Mr. Konter. There are some military facilities in Norway. I didn’t 
mean to say U.S. bases, because what I am talking about are not 
strictly speaking U.S. bases. These are NATO bases under infra- 
structure that I am talking about. 
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Senator Lauscue. But General Norstad was here and pointed out 
that we had something up in the Scandinavian countries, and I con- 
cluded it was Norway. 

Mr. Kouter. There are certainly some NATO military facilities up 
there. 

RELATIONSHIP WITH SPAIN 


Senator Lauscue. Do you have any question about the continuation 
of the relationship with Spain ? 

Mr. Kouter. No, sir, I think this is a very useful relationship that 
we have today. From our point of view it is very essential to our 
security, and actually the Government would like to see gradual prog- 
ress in the rapprochement of Spain with the other European 
countries and we would favor the eventual admission of Spain into 
NATO. | Deleted. | 

Senator Lauscue. Is it or isn’t it a fact that we need Spain in the 
maintenance of our defense posture ? 

Mr. Konterr. It is a fact, sir. 

Senator Lauscue. That is all that I have. 

The CHarrmMan. Senator Carlson ? 


FLOW OF REFUGEES BETWEEN EAST AND WEST GERMANY 


Senator Carison. Mr. Secretary, when Chancellor Adenauer was 
here for lunch we had Dr. Bach, his personal aide, here and we got 
into a discussion of economic growth and the labor problems in Ger- 
many. He stressed there was a shortage of labor in Western Germany 
and they were pleased so many folks came from Eastern Germany. 
They were able to assimilate and use all of them. Now Sunday I 
picked up an article and read that large groups of these Germans are 
returning to Kast Germany. In fact there seems to be a story to the 
effect that there was a movement out of Western Germany to Eastern 
Germany. What do you know about that? 

Mr. Konter. I saw this story, and this is something that intelli- 
gencewise we have also studied. 

I can’t testify to the figures as of now, but it is certainly observable 
that there has been some increased movement back. I think this 
arises out of the very nature of the thing. In the early days when 
they were trying to establish this Communist regime, a lot of people 
fled in front of what they thought was imminent arrest, abandoning 
property, farmlands, family and so forth, and have probably felt two 
motivations that are taking some of them back. 

One is reunion with family in an atmosphere that is a little less 
tough than it was before, and the other is that there has demonstrably 
been some economic improvement in East Germany. 

The flow of refugees continues through Berlin and is overwhelm- 
ingly greater, but I think that the Communists in East Germany are 
mi aking a conscious effort to improve conditions so that the magnetism 
does not flow entirely toward West Germany. 

Senator Cartson. You feel then that there are still more people 
coming from Eastern Germany to Western Germany than are return- 
ing to East Germany ? 

Mr. Kouter. Oh, many more, it surely is of an order of 3 to 1 
or something like that, 
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Senator Carison. I brought it up because I was amazed, after hav- 
ing quite a little discussion with him about the situation, to learn 
that there was this movement from West to East, because he stated 
very definitely that one of their problems was a shortage of labor in 
Germany. They are developing rather high economic conditions, and 
of course labor is basic. 

And I was wondering about that. 


PUBLIC LAW 480 PROGRAM IN EUROPE 


The second question I want to ask is this: Are all the NATO coun- 
tries receiving Public Law 480 funds, grains for local currencies? 

Mr. Kouter. I believe relatively few of the NATO countries are 
now. Mr. Gordon I believe could name them. 

Senator Cartson. It isn’t necessary to go into great detail, but I 
was amazed in your response to the chairman’s question to hear that 
Spain had received I believe between four and five hundred million 
dollars of Public Law 480 money, which is a substantial amount. For 
the record, I would like very much to have figures of what these 
countries have received and the amounts they have rec eived, which 
would cover several years. 

Mr. Konurr. That’s right. 

Senator Cartson. And the amounts they received last year. 

Mr. Konier. We will be very glad to supply that for the record, sir. 

Senator Caruson. Is it possible to estimate how much Public Law 
480 money a country can use or does that change during the year? 

Mr. Kou er. No, I think it is possible, and the committee that 
works on this, w hich i includes Agriculture, State, and ICA and others, 
is constantly reviewing the agr icultural situation in the various coun- 
tries, and anticipating somewhat what the requirements might be 
under Public Law 480. 

Senator Cartson. If my information is correct, for instance, Po- 
land has had a rather bad crop year. They did last’ year and I 
understand conditions are not too good for this year 

Is there a possibility that Public Law 480 fends might be used 
more to an advantage there this year than they were last. year 2 

Mr. Kouter. Yes, we anticipate a rather serious situation in Poland 
after the harvest season last fall. Now because they had a bad 
drought, which affected their current harvest, we in fact a few weeks 
ago gave them a somewhat limited program, enough to tide them over 
until their own harvest. But the same drought which affected their 
crops last year was so bad that it also affected their fall planting, and 
Poland has such a short season that they can’t catch up with spring 
planting very well, and so we anticipate a deficit harvest in Poland 
this fall, wok s demand for more Public Law 480 assistance. 

Senator Wiiry. More wheat? We can afford that? 

Mr. Kouter. Yes, sir. 

Senator Cartson. Of course, Mr. Secretary, that is what I was 
getting to. We hope that the wheat purchase would be rather 
extensive. 

Mr. Gorpon. I wonder if we can have the question clarified, Mr. 
Chairman, to make sure what you want. Do you want just NATO 
or all of Europe? Secondly, you want all of Public Law 480, includ- 
— III, the voluntary agencies programs such as child feeding 

taly for example ¢ 











216 MUTUAL SECURITY ACT OF 1960 


Senator Cartson. I would like to have the countries in Europe. 
Mr. Gorpon. All of Europe, including Greece and Turkey ? 


Senator Carison. That’s right . That is what 
That is all, Mr. Chairman. 


(The information referred to is as follows:) 


PUBLIC LAW 480 PROGRAM IN EUROPE 


Public Law 4 


[In millions of dollars] 





Title I 
Country Total Title II 
Country Total 
use sales 

Austria.......- pb driisihhednndbheuedih 76. 4 26 s| 40.9 24.4 
Belgium- Luxembourg...--------------- 2 alas 
SOL SME TCA) Cd Le ee Peaches dod 
ee Be 24.0 24.0 Pi Aisischina 
RR ae ae Le i. 11.9 : De Beane =i 
NG soot baila dente ok 5d dd6 4050 ndgsss~ 134. 2 ihdee 1.2 3.4 
Tceland_. --- iiabita lek hcmt aden Axteaninbibatanaie 5.7 5.7 eee as : 
SL al nn bbewbdbhaich iuascbsabhandsbhdea de 362. 1 100. 5 152.9 75.0 
ee nacant So ge ac . .3 vin 
ie ai ona nich Cacia idan icaidaaicln mien Dich sei satan 5 182. 0 a 
a a 18.8 3.4 (Aig 
Spain Rl Re eh Ass pcatbhingen 331.9 206. 3 392. 7 4.2 
United Kingdom jtiteie tet daihcedenba ‘ SS ih dsaet Me E Vosiden : 
NR i 496. 4 311.2 387. 5 47.1 

Total, amppe Lc etungudibegetiveds >and 1, 464.9 677.4 1,319. 1 154. 1 
Neenah ee Daal ell iT ty pte AR Salle MB ae: 128. 7 44.9 65.9 tedeennnans 
Turkey... bh bin bitin didéedecdbbbbibbncuncbds 108. 5 4. 0 196. 8 12.2 

Total, Europe, including Greece and | 

I a 1, 702. 1 816.3 1, 581.8 | 166.3 











Public Law 480, title I, II, and III programs, fiscal year 1959 


{In millions of dollars] 





I have in mind. 


80 title I, II,%andWII]program,§'cumulative through3J une{30,"1959 


Title II 


633. 


coco wm | Coe 


719. 5 














Title I 
Country Total Title II Title ITI 
Country Total 
use sales 

Austria... ..- peaeesest 1.4 ae ; 0.6 0.8 
Belgium- Luxembourg. . ine . sdbdscubecseced a | éb 
Denmark... --- See aaeais aides Saisie hcadace alt | a 
France... .....- pis ced nice clk Seas Le fetadenewes 28.2 | 2 
ti ek heen - es seal 7 “6 loc-senmad _ 
Germs any, “Federal Republic Lain a dette a kccrcontginlastesoneden 4 8.1 
OTB on manne Raniddh ochetietad diel be spite Sido didanhn = haangin fiddling daieldde £90494 ove db abs 
Iceland. Jatiedeess aes aia sik ace 1.8 1.8 2.2 ‘ 
eh back Dhacteutiidead bnbavdiakbaledesbihttcesebbtlunddcndabt - : 
i es 2 ate OI iat ance x. 2.0 18.3 
Netherlands. ----.---- bbe ddcwwebe tak J aoa 
IL 6. nin wit encteunehadstashinkpsdhaladnechsannbéites dabyock ha ‘ é pti 
Poland. _- mnarenas aheeee 2.5 es 44.0 2.5 
Perea. .n.cs tsi lsciaicccdenkdcus sail 2.5 ddd 2.5 
Spain. . ars 7 on 62. 4 48.7 109. 0 2.1 11.6 
United Kingdom hind ddsk« PE ba ce te teakeoon Ss be i <a 
Yugoslavia. .--- ae 110.4 83.4 94.8 | 27.0 

Total, pape debumbdébbd<apdcbdndecs 210.0 133.9 282. 2 5.1 71.0 
endear ye aR a RR et aR Sat Ruah ta ddiididlewenses Di cccauiell 11.0 
BOG s dewowds-nddddisd din nascted décde 17.6 17.0 34.7 i .6 

Total, including Greece and Turkey. 238. 6 150.9 316.9 5.1 82.6 
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ECONOMIC AID EXTENDED BY FRANCE AND THE UNITED KINGDOM 


The Cuarrman. For the record I wish to insert at this point a letter 
from the Department of State in response to our inquiry about the 
economic assistance extended by France and the United Kingdom to 
less developed areas. That will go into the record at this point, 

(The letter referred to follows s:) 


DEPARTMENT OF STATE, 
Washington, March 18, 1960. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Foreign Relations, 
US. Senate. 


DEAR MR. CHAIRMAN: At the time of Mr. Dillon’s appearance before the Sen- 
ate Foreign Relations Committee on February 25, 1960, discussing the proposed 
reconstitution of the OEEC, questions were asked concerning the economic 
assistance extended by France and the United Kingdom to less-developed areas. 

The following figures are submitted in reply to those questions. It needs to 
be remembered that there is no standard definition of what constitutes aid. 
Most countries have considerable statistical difficulties in arriving at a precise 
figure, difficulties not dissimilar to some of our own problems. Thus, in the 
last few weeks, we have had several different sets of figures from other govern- 
ments on their aid contributions. Efforts are now underway to clarify concepts 
and improve statistical reporting. The present figures are the latest we have on 
hand. 


Jconomic aid by France and the United Kingdom compared with their gross 
national product (1954-58) 


[Millions of dollar equivalents] 


| 
| 








Gross Assistance expenditures Assistance 
national | re a _| as percent 
Fiscal year product | | of gross 
(calendar Grants Loans Total national 
year) ar product 
| a ued 
France (January—December): | | 
1954-56 (average) 35, 000 230. 2 251.2 | 481.2 1.4 
ae : ; he ‘ y 41,900 | 556. 8 | 300. 3 | 857.1 | 2.0 
1958 ~~ 48,100 | 524. 5 227. 6 752.1 1.6 
United Kingdom (April Mi arch): | 
1953/54-55/56 (average) ___ joi 50, 300 114.1 47.4 161.5 . 32 
1956/57... . wae < ‘: 57, 900 113.5 2.4 155. 9 om 
EG ie a - 61, 300 | 142.8 33. 6 176. 4 | .29 
1958/59 . fs 63, 500 | 134. 4 106. 4 240. 8 . 38 
1959/60 (estim: ite) _. ‘ : is ) | 160.5 169. 1 329. 6 | (1) 
| 








1 Not available. 


In evaluating the trend of the French figures, it should be recognized that 
there were two devaluations of the French france at the end of 1957 and the end 
of 1958. The dollar amounts are at the official current exchange rates. 

U.S. economic aid expenditures to less-developed countries in 1958 amounted 
to approximately 0.5 percent of the U.S. gross national product. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary. 


ITALIAN ASSISTANCE TO SOMALIA 

The Cuarrman. There are a few small questions I want to clarify. 
[ Deleted. ] 

The book refers to negotiations with Italy looking toward a con- 


tinuation of Italian assistance to Somalia after Somalia independ- 
ence. What is the status of that negotiation; do you know ? 
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Mr. Kouter. I would like to refer you on that question to the 
Bureau of African Affairs which will be before you shortly I believe. 
They follow this question. 

The Cratman. I thought the negotiations were with Italy. This 
hearing covers Italy. 

Mr. Konuer. That’s right, but the Somalia problem is handled by 
the Bureau of African Affairs. 


MEDICAL FACILITIES IN BERLIN 


The CuatrMan. I was curious as to why there is a medical research 
project in Berlin? The Germans and Austrians have a reputation 
of being as good or better than we are in medical research. Why do 
you pic k out that particular project for Berlin ¢ 

Mr. Konter. The situation in Berlin, Mr. Chairman, is that the 
famous old university of Berlin, the Humboldt University, is un- 
fortunately in the eastern sector of Berlin, so that these programs in 
Berlin, in which we have aided the German effort itself, have been 
directed toward the creation of the free University of Berlin, a 
thriving institution to serve the two and a quarter million people in 
the western sectors of Berlin, and which also attracts many students 
from the eastern sector of Berlin from the east zone. 

This medical project is related to that. It is the creation of a facility 
in the western sectors of Berlin that never existed because all the 
previous educational facilities of this type were in the eastern part of 
the city. 

The Cuamman. Then you are building the physical facilities rather 
than teaching them how to do research ? 

Mr. Konter. That’s r ight, sir. 

The Cuatrman. They ‘know as much about research as we do, don’t 
they ? 

Mr. Kouter. I think they are well advanced. 


ESCAPEE PROGRAM 


The CuHarrman. The proposed escapee program for 1961 is $3.5 mil- 
lion compared to $8 million in 1959, and $5.2 million in 1960; why is 
that ? 

Are there fewer escapees ? 

Mr. Gorpvon. There is nothing in our European program for 1961, 
Mr. Chairman, for escapees. 

The Cuatrman. The staff is in error then. Where did you get this? 
We will pass over this until they take a look at it. 

Mr. Kohler, you have had long experience in Russia, I believe, 
haven’t you? 

Mr. Kouter. Three years, sir. 

The Pe. You were there 3 years. What were you doing in 
Russia ? 

Mr. Kouter. I was the Counselor at the Embassy there. 


QUESTION OF SOVLET SINCERITY ABOUT CESSATION OF NUCLEAR TESTS 


The Cuarrman. Would you care to give the committee your views 
about the possibility at the present time of a coincidence of interests 
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in stopping the nuclear tests and perhaps moving toward disarma- 
ment ? 

Mr. Kouter. Mr. Chairman, I would be very glad to do my best on 
a personal basis to comment on that question. It isa big one. 

The Cuarrman. You qualify as an expert on Russia. I don’t know 
why you can’t give us your views. 

Mr. Kouter. Mr. Chairman, I don’t think there are many experts 
on Russia. I think it is a question of the degree of ignorance in 
many respects. I certainly start out with this - proviso to anything 
I say. 

The CHarrman. I will accept the amendment but you are less ig- 
norant than most of us. I will put it that way now. 

Mr. Kouter. Referring first to the nuclear test negotiations, there 
certainly is no open confession from the Soviet side that they are 
afraid of anything. 

On the other hand, I think there are serious indications that the 
Soviets would be most apprehensive about the spread of independent 
nuclear capabilities to other powers, and that not the least of the 
powers that they have in mind is the Chinese Communists. 

Generally speaking, I think this is also an interest of ours. Theo- 
retically we do not have the same fear of others’ strength. In fact 
our world outlook contemplates more dispersion of power and 
broader balance of power. But the nature of the nuclear weapon 
itself is so horrendous and the chances of miscalculation or abuse 
of this tremendous power so great that in fact as a basic national 

olicy we must seek to limit the spread of independent nuclear capa- 
bilitios j in the world. In this sense I think there is a common inter- 
est, but I would certainly point out that I think there is a great dif- 
ference in degree. I don’t think we need have quite the same fear 
in the free world of the possible use of such weapons against us or 
against our interests that the Soviets would have to have, i in view of 
their own world ambitions and world outlook. 

The CuatrmMan. Before you leave that, do I understand then a 
you think they have perhaps a greater desire, a greater interest i 
limiting the spread of them than we have? 

Mr. Konter. I do, sir. 

The Cuatrman. Then why wouldn’t that be reason to believe that 
they might be disposed to make an agreement of some kind in these 
current negotiations? 

Mr. Kouter. I think the course of the 18 months of negotiation does 
indeed indicate that they wanted to pursue this subject seriously. 
They would like to get it free, of course. They would like to get it 
without inspection, w vhich from the Soviet point of view is a high price 
to pay, because their whole system operates on the basis of § secrecy. 
But I think the very fact that they have come a certain way is an 
indication that they are seriously interested in this proposition. 


LAST KHRUSHCHEV LETTER TO EISENHOWER 


The Cuatrman. You think they are seriously concerned about. nu- 
clear weapons in the hands of the Germans? 
Mr. Koutrr. Yes, I do believe so. 
The CuamMan. It seems to me that should give some reason to be- 
lieve nee this might bear some fruit. Would you comment on the 
53356—60-—15 
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letter that was written up in the Herald Tribune a couple of days ago 
by Miss Higgins. Have you seen that letter from Khrushchev? 

Senator Lauscuz. To whom? 

The Cuatrman. To the President of the United States. 

Mr. Kouter. I regret to say that I am not privileged to talk about 
that. 

The Cuatrman. Even to say whether you have seen it or not? 

Mr. Kouter. That’s right, sir. 

The Cuarmman. It is curious that that would be leaked to a leading 
reporter of the Herald Tribune. I had not heard about it either and 
J didn’t know anybody who had. How did that happen to be leaked 
to the Herald Tribune? She apparently had seen it. 

Mr. Konuer. I would have no idea of this. 

The CHarrman. You can’t talk about it. This is a curious thing 
that happens from time to time. If she reported it correctly, it was a 
very serious letter in a vein quite different from many of his previous 
communications. If it was properly reported, it would confirm the 
view that they are serious about this, and that maybe there is a chance 
for some agreement. 

Is that a correct deduction for a layman to draw from what was 
published, aside from what you know? 

Mr. Koner. I think, just from other indications, I would say that 
the conclusion you have just stated is correct. 

The Cuatrman. This is curious that you are not privileged to talk 
about this letter. Why isthat? Is there something special about this 
letter? 

Mr. Kouter. No, sir, this is privileged presidential correspondence 
as far as I as a civil servant am concerned, 

The Cyatrman. Then it has not been made public by the President 
so far as you know ? 

Mr. Konter. No, sir. 

The CHarrRMAN. "Except to Miss Higgins. 





DISARMAMENT RELATED TO SOVIET REDUCTION IN TROOPS 


Go ahead with your statement on disarmament beyond the nucleat 
tests. 

Mr. Konter. Well, many of the aspects are the same of course, such 
as resistance to inspection, but there are some other factors that I 
think do apply. I think the current cut for example—first of all 
you have to accept that this was nonnegotiable. For a good many 
years in disarmament talks, we have talked about a maximum figure 
for armed forces for the Soviet Union and ourselves, 2.5 million. We 
are already under 2.5 million, so this gesture, which he is trying to 
exploit propagandawise as something in which we should follow his 
lead, is meaningless. It is pure propaganda and is nonnegotiable. 
Beyond that I think that our analyses are that the requirements of the 
7-year plan are such that he does need more manpower in the civilian 
economy. This is particularly true because of the gap in manpower 
that was created by their tremendous losses during World War IT, 
and which are now beginning to show up in the medium ranges of 
ages. I might comment in relation to disarmament though that there 
is an aspect to this that reflects the essential propaganda nature of 
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Khrushchev’s proposals as he put them up in the U.N. last year and 
as he is pursuing them in Geneva today. 

That is they are allowing themselves 2 years to get these million- 
odd soldiers back into the civilian economy, which shows how great 
the problem is. And of the million-odd, 250,000 are officers, and they 
are making the most elaborate propaganda campaign that I have 
noticed, domestic propaganda, that is, among themselves to try to ap- 
pease these officers and persuade them that it is not going to be quite 
so bad as they fear to go back to civilian life. 

Here of course the reason is that a military officer has been the 
member of a real elite in terms of his income, in terms of the priv- 
ileges he gets, in terms of the housing he gets, in terms of the special 
stores he gets to buy his stuff in and all this kind of thing. That isa 
side comment, but is a very interesting thing. 

And to meet this they are passing special laws. The highest mem- 
bers of the Presidium are going wherever garrisons are, in Poland, 
in East Germany, in Hungary, making speeches and exhorting them 
to accept this change. 

All of this is a commentary on this big bold proposal for what he 
calls general and complete disarmament which is to take place within 
a period of 4 years. 


REASONS FOR SOVIET UNION REDUCTION IN TROOPS 


They could not conceivably handle it inside the Soviet Union itself 
if we decided tomorrow to meet them on it. However, they do have 
certainly an interest in building up their labor situation at home if 
they are to meet the goals of the 7-year plan, and I think, short of 
weakening their military posture, they will do what they can to do 
this. Because in the long run, as he now sees it, it is only by over- 
taking us and surpassing us economically and technically and indus- 
trially that he is going to win the struggle for the world. 

And this of course goes right back to their basic concept of the 
struggle for control of the world that is bound to emerge, and which 
has been stated by Lenin and Stalin, and in fact nowhere better than 
by Stalin back in 1927 toa U.S. labor delegation. 

But behind this he certainly is not going to weaken his relative 
position. In fact, he will try to jockey for advantage to his own side. 
It is probably pertinent to your question to say that I think that as 
of today in fact he is trying to discount in advance what he con- 
siders will be his power potential some time after now. It is not at 
all clear to me that the ICBM capability that he keeps flaunting in 
his speeches is a capability in being. 

In fact I am sure it is not, but that they have the capacity to do 
this within a period of years I am sure. He is just trying to collect 
today for what he considers his power there would be tomorrow. 


POSSIBILITY OF A DISARMAMENT AGREEMENT 


Within this sort of general lines I think it is not impossible we 
could begin to come to grips with aspects of disarmament. I don’t 
think it is going to be big and bold, but we now have agreement that 
this will be a subject discussed at the summit. What aspect of it is 
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to be discussed at the summit nobody can have any idea today, be- 
cause what we have got to do is to see how the talks go in Geneva, 
and whether this begins to sort out issues or specific proposals or 
specific aspects of disarmament that in fact would benefit by some 
airing at the heads of government meeting. 


SUBJECTS FOR DISCUSSION AT SUMMIT MEETING 


The Cuatrman. In that connection you say it is agreed that you 
will discuss disarmament. If that is true, the impression created by 
the Secretary’s statement that nothing was agreed upon, that you did 
not know what you were going to talk about, that there were no 
plans for the summit, is not quite the right impression, is it ? 

Mr. Kouter. No, sir; I think there was some confusion in that 
discussion. I have not read the full record, but it was rather fully 
reported in the press. The summit does not have a long fixed agenda. 
[I mean we haven’t gone through the exercise that we went through 
in 1957 and 1958 of trying to develop and work out an agenda in 
which, as you may recall in due course we had put up 10 items 
and the Soviets had put up 12, and it came to nothing. But there 
are three general headings for this meeting. One is the heading 
of Germany including Berlin. Another is the subject of disarma- 
ment, and the last is East-West relations. Well, of course, East- 
West relations is a grab bag. You can put up anything you want 
in that. 

I think the experience we have been through indicates that this is 
a perfectly good way to approach a discussion meeting of this type. 

Senator Lauscne. What is the source of your statement that these 
three general headings constitute the agenda? Is that your own? 

Mr. Kouter. No, sir. That is the exchange of correspondence be- 
tween us and the Soviets. 

Senator Lauscne. That is, the three general headings. 

Mr. Konter. That is right, sir. Now within these headings we 
have in fact been doing the most intensive preparation among our 
allies that I think has ever been gone through. On the question of 
Germany and Berlin, for example, this is an exercise that started after 
the original threat in the letter of November 27, 1958, when we 
gathered together a working group here in Washington, and have 
literally explored every conceivable idea relating to Germany and 
Berlin. From this resulted in fact the Western peace plan, which was 
presented at Geneva, an all-Berlin proposal which was presented at 
Geneva and summarily rejected by the Soviets, and finally it led to 
the other proposals, the final one being the proposal of July 28, which 
was the maximum position we felt we could go to. 

Now, at the moment, here in Washington we are reviewing all these 
positions. We are reviewing everything. 

The CuairMan. With the British, French, and Germans? 

Mr. Kouter. That is right, sir. 

The Cuarrman. You are trying to find a common position that you 
canagreeon? Isthat what you are doing? 

Mr. Kontrer. Actually, in the preparations for the Geneva confer- 
ence with respect to Germany and Berlin, I think it can be said that 
we have established positions that are good and that are strong and 
that are fully agreed. 
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The Cuarrman. And that all four agree on? 


Mr. Kontrr. What we are doing now is reviewing these to see if 


we can come up with new variant ideas. And in the course of this 
process, I don't think there is an idea that has been put forward 
from any source that has not been thoroughly examined and con- 
sidered, 


Then on the disarmament side 





SOVIET ULTIMATUM ON BERLIN 


Senator SparkMAN. Mr. Chairman, before you get away from this 
particular point I would like tomake a comment. 

The CuatrmMan. Go ahead. 

Senator SrparKMAN. This morning Senator Gore brought up this 
question about the ultimatum that Khrushchev had given on the Ber- 
lin situation. Senator Gore is not here now, but here is the article 
that was in the New York Times of September 29,1959. It seems to 
me it might be well, since it bears on this dise ussion and particularly 
would be pertinent to the point which he was bringing out, to print 
as a part of the record a part of this article in the New York Times, 
which I think straightens out the question that he raised, where the 
President particularly said this. He said: 

I personally think that the question is answered right there. There is no fixed 


line, time, on this. No one is under duress, no one is under any kind of threat, 
and as a matter of fact, he— 


Premier Khrushchev— 


stated emphatically that never had he any intention to give anything that was 
to be interpreted as duress or compulsion. 


There are a few other paragraphs that more or less elaborate on 
that. It seems to me it would be good to have it in the record, 
The Cuarrman. Will you indicate exactly where it is. 
Senator Sparkman. I have marked it here. That was on Tuesday, 
September 29, 1959. 
(The article referred to follows:) 
[Excerpt from the New York Times, Sept. 29, 1959] 


Later, Livingston T. Merchant, Deputy Under Secretary of State, assured the 
West German Ambassador, Dr. Wilhelm Grewe, that the President had not in- 
tended to indicate any change in basic policy. 

Thus, the agreement reached between the President and Mr. Khrushchev in 
their private talks last weekend at Camp David in Maryland apparently refers 
merely to a compromise over the procedures for settling the Berlin question. 


DEADLINE IN QUESTION 


The Soviet Union and the United States, Great Britain, and France reached 
last summer in Geneva what General Eisenhower called an “impasse” on Berlin 
because of what was regarded here as a threat by Moscow. 

Foreign Minister Andrei A. Gromyko insisted at the Geneva conference that 
the Soviet Union be free to settle the German and Berlin questions on its own 
terms if the Western nations did not reach an agreed settlement within 1 year— 
later extended to 18 months. 

The Western powers refused on the ground that they would be negotiating 
“under duress.” They said they would not accept any “deadline.” In reply, 
the Soviet Union said that if it negotiated without a deadline this would be 
tantamount to agreement to tolerate the present situation in Berlin indefinitely. 

President Eisenhower and Mr. Khrushchev found a way out of this dilemma. 
The President agreed that the present situation was “abnormal,” that future 
negotiations on Berlin “would not be * * * unduly extended.” Mr. Khrushchev, 
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on the basis of this concession, agreed that “there could be no fixed time” by 
which the talks had to be concluded (question 9). 

“I personally think that the question is answered right there,” the President 
said. “There is no fixed line, time, on this. No one is under duress, no one is 
under any kind of threat, and as a matter of fact, he (Premier Khrushchev) 
stated emphatically that never had he any intention to give anything that was 
to be interpreted as duress or compulsion” (question 13). 

The President did not say specifically that he had agreed to a summit meet- 
ing, but elsewhere it was learned that he did not do so because he had not yet 
had time to ascertain the views of the British and French Governments. 

When he was asked whether his conditions for a summit meeting had been 
met in the Khrushchev talks, the President said: 

“The conversations have, so far as I am personally concerned, removed many 
of the objections that I have heretofore held; but again, this is a matter for 
negotiating and consultation with our allies” (question 7). 

The President and his foreign policy aides have frequently said that he 
would not go to a summit meeting so long as the Soviet Union held Berlin 
under threat. The President also stipulated that there be progress in pre- 
liminary discussions. 


The CuatrmMan. Did you want to make any further comment on 
this? 

Senator Sparkman. No. 

Senator Lauscur. May I ask a question? 

The Cuarrman. You may indeed. 


PLANNING FOR SUMMIT DISCUSSION OF BERLIN QUESTION 


Senator Lauscue. In preparing yourself for the Berlin situation, 
have you in your own minds together with our allies established a 
program whereby you begin w ith step 1, then move into step 2, 3, 4 
and so on? 

In other words, how have you prepared and formalized an ap- 
proach that you intend to make on, let’s say, Berlin? 

Let me give you this as a preliminary. Secretary Herter appeared 
here about a year ago and I recall he outlined a program of discus- 
sion. I don’t think it dealt with the summit. But he outlined various 
significant steps that were to be taken. In other words, we would 
begin with step 1, and if we did not succeed, we might go to step 2. 

Mr. Kouter. That’s right. 

Senator Lauscuer. That will give you the background of what I 
am trying to find out. 

Mr, Kontenr. I think it can be said in reply to your question, sir, 
that this has not been fully staffed out yet, with respect to the up- 
coming summit conference, for, among other things, the good reason 
that we still have plenty of time, and that you don’t want positions 
to get too stale. 

However, we have given a great deal of thought to this. The first 
thing I think that is clear is that we are decided among ourselves 
that we are not going to accept a commitment. with respect to any- 
thing that went on in Geneva; we are not going to be jockeyed into 
the position of starting where Geneva left off, because we had in 
fact come to what would be regarded on our side as the absolute 
maximum of an arrangement that would be acceptable to us, and 
which would still presumably ease the situation in Berlin somewhat 
from the Soviet point of view. 

This is firm in all our minds. The other thing that is clear is that 
the Soviet side is going to advance and press at the summit confer- 
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ence its so-called peace treaty proposals. Of course, this is really 
a partition proposal rather than a peace treaty proposal, because it 
is contemplated that it would be done with each of the German states, 
as they phrase it. 

This automatically would mean that the conference opens not on 
the subject of Berlin but on the subject of Germany as a whole. 

This means also that our position would be to present our plan for 
the reunification of Germany, and this would be our western peace 
plan which is already agreed, or any modification thereof that we 
may agree among ourselves between now and M: ay 15. Beyond that 
we are reexamining the all-Berlin proposal that was put forward at 
Geneva, and finally the West Berlin proposal that we put forward at 
Geneva, to develop any further steps if this is necessary. 

Obviously one reason for not doing this too far in advance is that 
there is great danger among us, as we must all recognize, of leaks. If 
you develop a fallback position and it leaks, you no longer have a po- 
sition to fall back to. 


SUBJECTS FOR DISCUSSION AT SUMMIT MEETING 


Senator Lauscur. Then the general approach is, No. 1, Berlin, 
which incidentally carries with it the whole of Germany; is that 
correct ? 

Mr. Konter. Yes. 

Senator Lauscue. No. 2, disarmament, and No. 3, East and West 
relations ? 

Mr. Konter. Yes. 

Senator Lauscue. And you say that that statement of yours has 
its source in cor respondence ? 

Mr. Kounter. That is right, between the Western Powers, the three 
Western Powers and the Soviet Union, in which this is an agreed 
agenda. 

“The CHAIRMAN. There isn’t any doubt that you and your colleagues 
are prepared to discuss in specific and concrete terms the agreed-upon 
view of the four Western Powers; is that right? You are not going 
there wholly unprepared ? Ahi 

Mr. Kouter. That’s right, sir. 


WILL SUMMIT DISCUSSIONS BE CONFINED ONLY TO HEADS OF STATE? 


The Cuarrman. One other curious thing was this idea that the heads 
of state are likely to meet and discuss these matters without even the 
foreign ministers there. Isthat acustomary procedure ? 

Mr. Konter. I am not sure how this conference would develop from 
a procedural point of view. We will have to see that. On the up- 
coming conference I can’t have any very firm idea of how this will be 
organized procedurally. 

The Crarrman. Has this ever taken place? Do you know of it 
ever having taken place? 

Mr. Konter. I believe, sir, that there were some private meetings 
at the Geneva conference in 1955. ; 

The Cuatrman. Without even the foreign ministers or any of the 
experts ? ; 
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Mr. Kouter. I think it is fair to say that there usually are not sub- 
stantive negotiating meetings of this type. 

The CramMan. I never heard of such a thing. 

Senator SparKMan. I believe at the Casablanca Conference during 
the war there were such meetings. I suppose they were wholly in- 
formal get-togethers, but I think narratives from there tell of such 
meetings. 

Mr. Konter. There were some such meetings, for example, at the 
December meetings we had in Paris among the Western heads of 
government. There were a few very private meetings. 


PREPARATIONS FOR THE SUMMIT MEETING 


Senator SparkMAN. I was pleased to hear you say a while ago that 
we are going to this conference apparently well prepared. 

I was a little disturbed. I was not present at the committee meet- 
ing at which Secretary Herter testified, but the radio reports that I 
heard that afternoon as I was going home and that night, I thought 
gave rather gloomy reports of “what Secret ary Herter “had to say to 
the committee. 

I am sorry to say I haven’t read the transcript. But the reports 
certainly gave the idea that he was quite pessimistic. I think it is 
well for us not to overplay the optimistic side, but I don’t believe the 
proper attitude to show is to go into these conferences pessimistically. 
It seems to me we ought to go into them hopefully. Are we sur- 
rounded by the mantle of gloom ? 

Mr. Konter. Senator, I would comment that I think we can and 
should and will go to this conference with a sense of confidence and 
purpose. I do think that there is a problem of not raising and mis- 
leading public expectations in connection with such meetings. 

Senator Sparkman. I would agree with you that we ought to be 
completely realistic about it and at the same time go there w ith resolu- 
tion. 

ESCAPEE PROGRAM 


The CratrmMan. May I refer now to the escapee program. On page 
51 of the worldwide presentation book we found the figures. 

In 1959 it was $8 million; in 1960, $5.2 million; this yea ir $3,500,000. 
What does that refer to? 

Mr. Gorvon. Mr. Chairman, I have been waiting for an opportun- 
ity to correct my statement. I gave you some misinform: ition. I 
thought you were talking about the European program and particu- 
larly about the East Berlin project because it came up in connection 
with Germany. 

There is a figure of $3.5 million for the escapee program, and an- 
other time there will be witnesses up here discussing contributions to 
the U.N., the world refugee year program, the escapee program and 
other items. 

The CuarrmMan. You are not prepared to testify about that at this 
time? 

Mr. Gorvon. No, we are not. 

The Cnarrman. But there is such a program ? 








MUTUAL SECURITY ACT OF 1960 227 


Mr. Gorpon. Yes. 

The CuarrmMan. Is the major part of this $3.5 million for the Pales- 
tine refugees or the Middle East ? 

Mr. Gorvon. No, it is a separate item, Mr. Chairman. The Pales- 
tine refugee is one item, the escapee program is another. 

I think the escapee program is operated not only in Europe but also 
in the Middle East and the Far East. 

The CHatrman. But there are some of them still in Western 
Europe, aren’t there ? 

Mr. Gorvon. I believe that some of the escapee program is for 
Europe. Iam not familiar with the details. 

(The Department of State subsequently submitted the following 
statement for the record :) 


The Department of State has submitted for the record a detailed statement 
on the U.S. escapee program in support of its request for $3.5 million in fiscal 
year 1961. (See p. 421 of the hearings.) The purpose of this program is to 
demonstrate U.S. leadership in assisting escapees from Communist or Com- 
munist-dominated countries by practical means of care and maintenance and 
resettlement assistance. 

Senator Lauscue. I would like to ask a few questions. 

The CuarrMaAn. Go ahead. 


REASONS FOR SOVIET CHANGE OF ATTITUDE ON TEST BAN 


Senator Lauscue. I should say that 6 or 7 months ago witnesses 
from the State Department appeared here and testified that there was 
no change in the Soviet attitude concerning disarmament and nu- 
clear bans and so forth. 

What I would like to ask is: if there is a change in Khrushchev’s 
attitude, can you itemize the causes for that change 7 

I have in mind recent happenings such as the events in India and 
Tibet, the French nuclear bomb test, our movement of missiles into 
Germany, and especially a report that I got from a Lord Beaver- 
brook’s paper that was sent to me by Cyrus Eaton stating that we 
can well expect in the near future a bomb explosion by the Chinese. 

Now my question. Will you please itemize in your mind why you 
think there is a change in Khrushchev’s attitude ? 

Mr. Konter. I think I would have to say first two things. One 
is that we have experts on this subject, and I am not technically 
a competent witness, but comment on the question as one dealing with 
Soviet affairs and trying to analyze what goes on in their minds. 

Secondly I think I would have to say, In terms of your question, 
that I don’t think there has necessarily been any change in his atti- 
tude or his view of this. There may be a change in his tactics at 
Geneva, but I personally would think that the basic factors deter- 
mining their view of the undesirability of a dispersion of independent 
nuclear capabilities have been there all along, and that in Geneva 
we are getting a common bargaining tactic to get the maximum 

Senator Lauscue. Then you would state that the ultimate purpose 
of the Soviet has not changed at. all, but the expediency of the mo- 
ment requires a change in the tactics? 

Mr. Kontrr. That’s right, sir. 
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Senator Lauscur. Now, the expediency of the moment suggests re- 
ducing their manpower to 2.5 million. 

Mr. Konter. By reducing 1,200,000 I believe 2.5 million is roughly 
the figure. 

Senator Lauscue. What in your opinion is the principal reason for 
that proposal ? 

Mr. Kouter. I think he needed the manpower. I think it was in a 
sense a burdensome expense that, in view of his increased nuclear 
and missile capability he felt had lost its previous importance. And 
thirdly, I think he considered this was a nonnegotiable item—that 
in any disarmament discussion this is simply a nonnegotiable item 
because it has long since been accepted implicitly between the two of 

us that there would be a parity of Soviet and United States forces and 
we are already down below the figure that he is trying to get to during 
the next 18 months or so. 

So this is no bargaining point for him at the disarmament 
conference. 

Senator Lauscue. The 1957 figure of their gross national product 
was $175 billion. 

Mr. Konter. Dollars or rubles? 

Senator Lauscue. Dollars. Ours was $447 billion for 1957. And 
of the Russian amount, they were spending only $100 billion for con- 
sumer goods. 

That would indicate that they were down pretty low in what they 
were allowing for their people. Now that might be a factor also in 
sausing him to take money out of military armament and to try to get 
it into the civilian flow. 

Mr. Konter. I think that there has been an increasing pressure for 
a better deal on consumer goods, and to a certain extent they have been 
forced to meet some of this pressure. Of course, I want to say aut 
the same time that they have both the ability to control consumers’ 
desires in a way that we don’t have, and secondly that the general 
standard has always been so low that it doesn’t take much to keep 
ahead of demand. 

They certainly don’t conceive of the kind of consumption goods 
that we have in this country. 

Senator Lauscue. That is all I have. 

(Whereupon, at 12:20 p.m. the hearing was recessed until 2.30 p.m. 
of the same day.) 

AFTERNOON SESSION 


Present: Senators Fulbright, Green, Sparkman, Mansfield, Gore, 
Lausche, Wiley, Hickenlooper, Aiken, and Carlson. 

Also present : Adm. FE. B. Grantham, Jr., Director of Africa and 
Near East and South Asia Region, OASD/ISA; Col. Howard C. 
Junkermann, Assistant for Near East and South Asia; Philip Odeen, 
Assistant to Col. Victor King, Defense Coordinator for MAP Con- 
gressional Presentation of the Department of Defense; George Dol- 
gin, Political Economic Adviser, and Ben Brown, Acting Deputy 
‘Assistant Secretary for Mutual Security of the Department “of State; 
W. Haven North, Assistant Chief of African and European Program 
Staff of the International Cooperation Administration, 
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The CHarrman. The committee will come to order. 

We have this afternoon Hon. Joseph C. Satterthwaite, the Assistant 
Secretary of State for African Affairs, to report to the committee on 
our foreign operations in the African area. Mr. Satterthwaite, do you 
have a statement ? 

Mr. SatrertHwaire. Yes, sir; and I understand you would like me 
to summarize it? I will be glad to hit the high spots if that is the 
way you like, Mr. Chairman. 

The Cuatrman. What do you think? If you prefer to read it, you 
may. 

Mr. SarrertHwaire. I will be glad to cooperate, 

The Cuairman. Much of this material and some of these state- 
ments are repetitive of other statements of a general nature. You 
are the best judge of what is pertinent. 


STATEMENT OF HON. JOSEPH C. SATTERTHWAITE, ASSISTANT 
SECRETARY OF STATE FOR AFRICAN AFFAIRS 


Mr. Satrertuwatre. I will hit the high spots. I don’t believe there 
is much repetition. I hope the members will have a chance to read 
the other parts later on. 

Mr. Chairman and members of the committee, I am glad to have 
this opportunity to appear before you again to discuss the Mutual 
Security Program and recent developments in A frica. 


CHANGES IN AFRICA 


The changes in the map of Africa since I appeared before this 
committee a year ago dramatically illustrate the pace of events on 
the African Continent. By the end of 1960 the political map of 
Africa will be so changed that gazetteers will find it difficult to dif- 
ferentiate between the dependent areas and the independent coun- 
tries created since World War II. 

The mapmakers have been having a time with Africa and during 
1960 their job will not become easier. 

Between April and October, there will be at least four more in- 
dependent countries—Togo, Congo, Somalia, and Nigeria. Cameroun 
achieved independence on January 1, 1960. Negotiations now under- 
way with France may result in independence during 1960 for the Fed- 
eration of Mali (Senegal and Soudan) and the Malagasy Republic 
(Madagascar). 

Asa writer on Africa recently stated: 


The whole continent is on fire, but it burns with an uneven flame. 


Below the Sahara there is no uniformity of language, of custom, 
of civilization. Its multitudinous tribes now being released from 
colonial controls have one common denominator, opposition to colonial- 
ism; one common characteristic, political ferment; one common goal, 
self-realization in their own, not in any other peoples’ image. In vast 
areas of Africa the people are vaulting in one generation from the 
neolithic to the nuclear age. 

Indeed, the Africa we see today is a land where everything is hap- 
pening at once—constitutional struggles, endless quest for economic 
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and social advancement, civil strife, the conflict between democracy 
and communism, colonialism and nationalism, equality and racism. 

Of no less importance than the swift pace of political develop- 
ments on the Africa scene is the pressing need for accelerating the 
sluggish rate of economic growth and improving living standards. 

Africa’s economic and social structures are not developing at 
pace comparable to its political evolution. It is fairly easy to rec« ot 
nize that the political revolution is at hand, and by and large its pres- 
sures are irresistible. It is essential that the pace of economic devel- 
opment match or at least not fall further behind the rate of political 
change now sweeping the African Continent. Very few of the emerg- 
ing countries are economically viable and their leaders very quickly 
recognize the importance of economic development and a higher liv- 
ing standard as necessities to sustain and fortify their political 
independence. 

Countries are becoming politically independent without adequately 
trained leadership and technical skills and without the basic eco- 
nomic and socia] institutions and systems which provide the founda- 
tions for secure, confident, A frican-led nations. 

Present U.S. foreign assistance programs are not adequate in scope 
or size to be responsive to the dramatic changes taking place. The 
facts of this situation, and U.S. sympathy for the newly independent 
or about to be independent countries, are compelling recommenda- 
tions for a new and creative U.S. approach. 


SPECIAL PROGRAM FOR TROPICAL AFRICA 


The executive branch is, therefore, proposing to the Congress a 
special program for Tropical Africa with an initial appropriation 
of $20 million within the special assistance category. 

In preparing this request, we have sought to find a way properly 
responsive to the African aspirations. We have a fresh situation ; 
we are attempting to meet it in a fresh manner. There are a number 
of general criteria which guided us. 

First, we wanted something which would provide a close identifica- 
tion of the United States with the African people. Second, we wanted 
to find some way of encouraging closer cooperation and interchange 
between the many African countries. 

Third, knowing that Africa’s need for economic help is almost 
unlimited, we wanted to concentrate on a key problem area—one which 
stands as a major bloc to development. 

Fourth, we wanted to avoid competition with large-scale assist- 
ance from Europe, but serve rather as a catalyst for stimulating an 
even higher level of this assistance. 

Fifth, we wanted as much as possible to avoid getting into a posi- 
tion of annual aid level negotiations with many new countries press- 
us, Sad external assistance. 

inally, we wanted a program which would provide sufficient flexi- 
bility to permit effective adaptation to a very fluid situation. 

I might add parenthetically, Mr. Chairman, that the executive 
branch was stimulated by the observations made by you and other 
members of this committee during last year’s hearings to suggest this 
new approach, one of the aims of whi hi is to promote regional coop- 


eration and closer association among the African states, 
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STRENGTHENING AFRICAN EDUCATION AND TRAINING 


The purpose of this program would be to provide assistance in those 
areas which constitute the greatest impediments to sound, long-run 
social and economic development in Africa. 

There can be little argument that this development depends in the 
first instance on a major improvement in the education and training 
of Africa’s human resources and their productive use. 

In my travels in Africa, I have found one of the principal concerns 
of the responsible leaders to be the lack of experienced African civil 
servants, entrepreneurs, technicians—in general, the need for skills 
and professional knowledge which are so vital to modern national 
economies. 

A major conclusion of the National Academy of Sciences Report 
on Strengthening Science and Technology in Africa South of the 
Sahara which was undertaken at ICA’s request was that— 
the future development of sub-Sahara Africa depends, in the first instance, upon 
the rate at which progress can be made in strengthening education * * * Every 
other consideration is subordinate to that of education * * * 

A major portion of the funds requested will be applied in a manner 
which will help to accelerate the training of Africans for the numerous 
essential administrative and technical jobs their countries require, 

Similarly, the importance of upgrading African skills in general 
has convinced us that this program should be broad enough to pro- 
vide special training to those who will not have the opportunity for 
formal education. We thus propose to support training activities in 
such areas as agricultural extension, community development and 
public health. 


ENCOURAGEMENT OF MULTI-COUNTRY PLANNING 


It is also clear that long-run stability and the most effective frame- 
work for the improvement of human resources are to be found in 
closer association of the African nations, and the development of 
multi-country planning and cooperative effort in order to solve their 
common problems, 

The whole question of regionalism in Africa is a complex and diffi- 
cult subject. As I noted earlier, the variety of forces on the conti- 
nent—the different status of political evolution, the intense national- 
ism, the competition among African leaders for preeminence—make it 
extremely difficult to find an approach which will reverse the trend 
toward further fragmentation of the African continent. 

While I believe that closer associations of African countries will 
develop, it will be a long process. Much can be done now, however, 
to help encourage cooperative approaches to the many common de- 
velopmental problems which confront all the African countries. 

We are thus proposing to use a portion of the funds requested to 
support and sponsor multi-country conferences, workshops, and semi- 
nars as training programs in themselves and as a means of develop- 
ing cooperative approaches to special developmental problems such 
as, for example, the tsetse fly which closes large parts of the continent 
to livestock development. 

A training grant program which will permit Africans from several 
countries to attend the various African schools and colleges now op- 
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erating is also being proposed. This interchange of students between 
African countries should serve to facilitate the eflicient use of avail- 
able African institutions as well as promote friendships and ties be- 
tween Africans from several countries. 

Other activities in this category include a regional English lan- 
guage training program, educational research and an educational Ma- 
terials and Documentation Center, 


EUROPEAN AND OTHER ASSISTANCE TO AFRICA 


As I noted previously, one of the important criteria we had estab- 
lished for this program is that it should not become a competitor to 
or substitute for assistance from other free world sources. 

It is our hope, rather, that it may serve to help encourage an in- 
crease in assistance from other free world countries and international 
and national organizations. 

This area of tropical Africa is now receiving over $500 million an- 
nually from European countries for major development projects. 

Increasing amounts of technical and other forms of assistance are 
coming from a number of private organizations. A number of U.S. 
foundations are making important contributions in a number of fields, 
The UN, through its technical assistance program and its special 
fund, is stepping up its assistance to this continent. It is our inten- 
tion to seek the participation of these various organizations and coun- 
tries on specific projects where feasible. We also anticipate that out 
of the multi-country conferences will come proposals for joint efforts 
on important development problems. 


GRANT AID PROPOSED 


We are proposing that assistance under this program be on a grant 
basis. Because of the nature of the activities to be undertaken and 
the limited resources of many of the African countries, grant assist- 
ance appears to be the most effective means for accomplishing our ob- 
jectives. It is important to note, however, that we intend to operate 
this program on a project by project basis to avoid the difficult prob- 
lems which often stem from situations where countries come to expect 
certain levels of assistance tied to what has been provided in previous 
years or related to levels received by neighboring countries. 

All of Africa will be included under the program except for the 
northern tier of Morocco, Algeria, Tunisia, Libya, and Egypt, and 
the Union of South Africa. 


DISTINCTION BETWEEN SPECIAL PROGRAM AND TECHNICAL ASSISTANCE 


The special program would not replace bilateral technical coopera- 
tion, although it is anticipated that it would be closely related to 
technical cooperation programs. 

The essential character of the special program for tropical Africa 
which differentiates it from the technical cooperation program lies in 
its intensive concentration on key education and training problems 
and on regional activities. 

A major portion of the funds will be used to help finance the expan- 
sion of existing institutions or the establishment of new ones. The 
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financing of construction, equipment and supplies and staffing con- 
tracts will absorb the bulk of the funds. The technical cooperation 
programs, in contrast, W ill continue to emphasize demonstrations and 
advisory services and ‘training of African counterparts. 


UNITED STATES-AFRICAN RELATIONSHIP 


The United States and the European countries have a great reser- 
voir of goodwill and common interest built up in tropical Africa. 
Most of the educated Africans have studied in Western schools and 
universities; many have grown up with Western political institutions 
and prine iples and with the Western private and public enterprises. 

This reservoir provides the United States with a valuable relation- 
ship on which to build our new ties with the African people. 

The Africans are looking to the United States to see how it will re- 
spond to their needs and problems. The special program for tropical 
Africa, I believe, can have an important role in demonstrating that 
the United States is willing in word and deed to identify itself with 
the aspirations of the African people. 


FUTURE EXPANSION REQUIRED 


The question might well be asked whether the magnitude of this 
request is sufficient to meet the problems of Africa. It is the view of 
the executive branch that this is sufficient for the first year of a new 
program in education and training. 

I am convinced, however, that an expanded program will be neces- 
sary in subsequent years. As the President has stated in his mutual 
security message to Congress: 

It is my belief that this initial effort must be increased significantly in the 
immediate years ahead and complement similar efforts on the part of other free 
world nations so that the capacity of the new and other developing nations in 


Africa to manage and direct their development can be strengthened and in- 
creased rapidly and effectively. 


NEED FOR GREATER CAPITAL INVESTMENT 


There are, of course, other major African needs especially for cap- 
ital development. It is expected that the Development Loan Fund 
will increase its activities in tropical Africa. The rate at which this 

‘an be accomplished, however, will depend in large measure on the 
volume and quality of proposals presented. 

As the preparation of development projects advances and the sup- 
ply of technical skill grows, we expect that the flow of proposals will 
expand and that increasingly, more external investment funds from 
all sources will be available. 

The Export-Import Bank has already made substantial loans to 
Africa and has indicated it expects to increase its activity. The In- 
ternational Bank for Reconstruction and Development (IBR D) now 
has in process a number of country and project economic surveys 
which should lead to more loans for Africa, in addition to those al- 
ready made. 

As this committee is well aware, the pace of events in Africa has 
been so rapid it has been difficult to plan with any degree of pre- 
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cision. It is for this reason that I consider the availability of the con- 
tingency fund, in the amount requested, of particular importance in 
order to provide the administration with the flexibility we will need 
as new countries emerge and we are required to respond to new sit- 
uations. 

BILATERAL SPECIAL ASSISTANCE 


In certain TO ies we have been able to identify the problems we 
face in fiscal year 1961 which cannot be met through the special pro- 
gram of eropioal Africa or through other economic instruments of 
US. foreign policy and therefore we are programing bilateral grant 
special assistance. 

The countries for which this bilateral special assistance is pro- 
gramed are Somalia, Ethiopia and the Sudan. These three countries 
in the eastern part of the continent bordering on the Red Sea and its 
approaches are important and of immediate concern to the United 
States. During the past year we have observed major changes in 
their political and economic situation. 

Full independence will be granted to Somalia on July 1. 

Somalia suffers from a chronic and serious deficit in its operating 
budget and has no capital resources available for economic develop- 
ment. It is almost completely dependent upon external assistance to 
maintain and possibly increase its level of economic activity. This is 
particularly important in bolstering its political stability during the 
early period of independence. We are now discussing with the It: alian 
Government possible arrangements by which they could continue their 
major role in support of the Somalia economy. 

Just how these discussions will end up it is too early to predict, but 
I believe our approach in this situation is indicative of our general 
effort to encourage the continuance of assistance from our European 
friends to African countries. Our proposal for bilateral special as- 
sistance is designed to supplement the Italian effort. 

Ethiopia has hitherto been a firm supporter of free world interests 
and has made important contributions as a moderating influence in 
African and Afro-Asian conferences. It has been a particularly 
strong supporter of the principle of collective security. 

Ethiopia’ s recent acceptance of the $100 million credit from the 
Soviet Union may temper this position somewhat; however, U.S. re- 
lations with Ethiopia continue to be close, in part a result of the 
effective work carried out under our economic programs. 

The special assistance for Ethiopia will help to meet requirements 
for important development projects in agriculture, health, and edu- 

‘ation and strengthen our activities during this period when the Gov- 
ernment is facing serious budgetary and foreign exchange problems. 

The political and economic situation in the Sudan has improved 
markedly. The balance of payments crisis has now passed. The pres- 
ent regime has provided an effective government fr iendly to the United 
States. We are gratified over the prompt improvement in the Sudan’s 
economic condition. 

We recognize, however, that progressive economic betterment will 
be required over the long run if Sudan is to evolve a healthy and 
Western-oriented political life. Soviet bloc activity in Egypt and 
Ethiopia should forewarn us of the greater vulnerability of this area 
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which also serves as a bridge to other parts of Africa. The bilateral 
special assistance we are proposing for fiscal year 1961 will provide 
an important means for strengthening key areas of Sudan’s economy. 


TECHNICAL COOPERATION 


Our proposals for the continuation of technical cooperation pro- 
grams in Africa are an essential element of the U.S. response to 
Africa’s problems. We are requesting $24.3 million for this program 
which is an increase of about 20 percent over the level for fiscal year 
1960. 

The major portion of the increase is for programs in the area South 
of the Sahara. There are now technical cooperation programs in 13 
African countries and territories and we expect to initiate programs 
in 3 or 4 others within the year. 

A number of newly independent and emerging countries are request- 
ing technical assistance and are particularly desirous of the help 
American technicians can give them. 

The increased amount will permit an expansion of our programs 
for example in Nigeria, Somalia, and in the territories of East and 
Central Africa and will provide a small amount for the 3 or 4 new 
programs we anticipate will get underway. 


TECHNICAL COOPERATION PROGRAMS IN OPERATION 


I have been impressed with how well our technical cooperation 
programs have been received. In Ghana, for example, the Parlia- 
ment passed a resolution praising our program activities in agricul- 
i and expressing appreciation for our aid. In Ethiopia, our tech- 

ical cooperation program has made a major contribution in helping 
to establish a broad base of educational institutions and training pro- 
grams so essential to that country’s future development. 
~ The Imperial Ethiopia A. & M. College and the Haile Selassie I 
Public Health Center at Gondar are most noteworthy institutions 
established under our program. 

In Tunisia U.S. technical assistance has helped establish agricul- 
tural schools at which young Tunisian farmers receive training. I 
understand that over 400 farmers have completed the course and ‘have 
returned to their farms. Also in Tunisia, U.S. advisers have helped 
set up an industrial loan fund which has made 50 loans for small 
private enterprises so important to Tunisia’s development. The 
growth of self-confidence and the development of rural action com- 
mittees for self-help projects among the Libyan people is largely the 
result of ideas generated by our technicians working in agricultural 
extension, sanitation, and community development projects. 

The work of American universities under contract with ICA has 
also been most noteworthy. We have a number of university con- 
tracts now operating in African countries and several additional con- 
tracts under negotiation—Oklahoma State University and the Uni- 
versity of U ‘tah, i in Ethiopia; Ohio University and Michigan State 
University, in Nigeria; and Cornell University, in Liberia. 

We will have, by end of this year, about 730 U.S. technicians in 
all of Africa, including contract personnel, and expect this number 

53356—60-—16 
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to increase to about 1,000 in fiscal year 1961. Training programs are 
being arranged for over 800 African participants this year with an 
expected increase to about 1,000 during fiscal year 1961. 


PROGRAM IN NORTH AFRICA 


I would like now to turn to the three North African countries— 
Libya, Morocco, and Tunisia. About three-fourths of the special 
assistance and about 20 percent of the technical cooperation proposed 
for Africa for fiscal year 1961 is for these three countries. In rela- 
tion to the rest of Africa, this amount tends to appear disproportion- 
ate. The question is often asked as it was last year why so much 
for North Africa compared to Africa South of the Sahara. 

The reasons, I believe, which help to explain this situation and 
provide a basis for our proposals for fiscal year 1961 le in the special 
political and military interests the U.S. has in this area and the major 
economic problems these countries face. 


MOROCCO 


In Morocco, there is, as you know, a complex of U.S. air and com- 
munications bases built at a cost of some $450 million. 

Agreement was recently reached on the evacuation of these facili- 
ties by the end of 1963. The continued and effective operation of 
these facilities for the remainder of the period should, of course, be 
considered within the framework of the increasing political and social 
tensions which accompany Morocco’s efforts to become a modern 
nation. 

Although Morocco is relatively rich in fertile lands and mineral 
resources, the loss of French technicians and financial assistance since 
the achievement of independence in 1956 has led to serious economic 
problems. 

Extensive unemployment and the resultant political unrest are 
grave concerns. Business inactivity seriously affects the ability of 
the Government to obtain domestic revenues. At the same time, the 
almost complete absence of private investment makes economic re- 
covery and political stability depend in large part on the success of 
the Moroccan Government’s development program. It is apparent 
that considerable foreign assistance will be required in fiscal year 1961 
to finance the large development program necessary to achieve these 
aims. 

In the last fiscal year the MSP enabled the Moroccan Government 
to import badly needed commodities for sale to the people of the 
country. The Moroccan summon obtained from such sales financed 
approximately 50 percent of the Government’s development program. 

J. assistance in fiscal year 1961 will also contribute substantially 
to the Moroccan Government’s efforts to relieve the widespread eco- 
nomic distress. 

LIBYA 


U.S. military facilities in Libya represent a total investment of 
over $100 million. The Wheelus Air Force Base is most valuable as 
a training and staging center. The Libyan Government, which con- 
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tinues to cooperate with the West, looks forward to the achievement 
of economic independence as a result of oil developments. 

Its desire to avoid foreign entanglements and to maintain its inde- 
pendence is now reinforced by the prospects of substantial income 
from oil revenues within the next 5 or 6 years. 

Until such time, however, U.S. economic assistance, by contribut- 
ing to Libya’s economic development, is an important factor in the 
continued acceptance of the American military installations. 

U.S. economic assistance has been devoted largely to stimulating 
agriculture, raising educational levels, improving health, and provid- 
ing vital communications facilities. 

A Libyan agricultural extension service has been developed. Im- 
proved water utilization and soil conservation are helping to increase 
the amount of land under cultivation. School enrollment has been 
increased from 48,000 in 1952 to about 125,000 in 1959, and the physical 
plant and equipment of Libyan schools have been expanded. Over 
2,000 miles of essential roads have been restored and maintained. The 
United States has financed construction or repair of a number of 
hospitals, dispensaries, and similar health facilities. 


TUNISIA 


In Tunisia we are fortunate in having a vigorous and progressive 
Arab government which aligns itself courageously with the West- 
ern world. The Bourguiba government is relying heavily on coop- 
eration with the West to achieve its political and economic goals. 

The Tunisian economy, which was so intricately and intimately 
intertwined with the French economy, has suffered greatly with the de- 
parture of French technicians and administrators and private and 

ublic investment. With independence, the Tunisian Government 
ound itself with an expensive, well developed social and physical 
overhead but without the capital resources and technicians necessary 
to put it into operation. 

An immpoctiate consequence was unemployment, which today ranges 
about 25 percent of the labor force, This unemployment problem 
is a large and critical trouble spot and gives rise to greater pressures 
on the Government for increases in its developmental programs. 

The Tunisians have tightened their belts and are making a disci- 
plined and energetic effort to tackle their difficult economic problem. 
The Bourguiba government’ s success in this endeavor will have vitally 
important. consequences for the neighboring Arab areas as well as 
for many African countries. U.S. economic and technical assistance 
has been a basic element in shoring up the Tunisian economy and will 
continue to play a key role in helping the Tunisian Government to 
achieve its goals. 


SUMS REQUESTED FOR SPECIAL ASSISTANCE AND TECHNICAL COOPERATION 


In sum, we are requesting $115 million in special assistance—in- 
cluding $20 million for the special program for tropical Africa— 
and $24.3 million in technical cooperation for fiscal year 1961. 

I consider these amounts conservative and minimal. With these 
amounts, however, I believe we can demonstrate our sympathy with 
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the newly emerging African countries and respond to the varied and 
complex demands the African Continent makes in this first year of 
anew and epochal decade for Africa. 


MILITARY ASSISTANCE PROGRAM 


Turning to military assistance programs in Africa, I must em- 
phasize that our approach here is different from that in other area 
The African states, especially those that are just entering into rae 
pendence, have only small military forces. 

None of these states is linked to the United States by collective 
security arrangements and we would not expect any of them to play 
a major role in a global war. We do not forget, however, that 
Ethiopia sent forces to fight for the freedom of Korea some years 
ago. Our small military assistance programs in Africa are designed 
for different and essentially political purposes. 

It is essential that the continent of Africa remain free from domi- 
nation by the Sino-Soviet bloc. It is essential that the African states 
remain free to develop their own political, economic, and social in- 
stitutions, in cooperation with the rest of the free world. It is also 
essential for the United States to retain its right to operate certain 
key bases in North Africa, and that the United States and its allies 
have continued access to a wide range of important materials in 
Africa, principally minerals. 

To achieve these strategic and political objectives, the United 
States has undertaken to assist a few of the African states in providing 
equipment and training for the maintenance of their internal se- 
curity. Programs have been arranged in Ethiopia, Liberia, and 
Libya for the provision of equipment and tr: aining. 

These programs, designed for local defense and police purposes, 
comprise light arms and ammunition. Requests from Morocco and 
Tunisia for military assistance are also under study. A military 
training mission has been functioning in Liberia for several years. 

For fiscal year 1961 we are 1 equesting funds totaling $18.2 million. 
This request will enable us to strengthen the internal security of five 
countries—Ethiopia, Libya, Liberia, Morocco, and Tunisia—whose 
independence, political stability, internal security, and continuing 
friendship are important to us. 

The $18.2 million requested in fiscal year 1961 is composed as fol- 
lows: $12.6 million for force improvement; $3.2 million for force 
maintenance; and $2.4 million for training and for transportation and 
other services. 

It is my conviction that these programs represent a sound invest- 

ment for the defense of this country and for the security of the free 
world. 

Africa is moving forward at incredible speed. A number of states 
there face urgent problems of internal security ; they need, and should 
receive, our assistance. In certain states we have military bases that 
are of great importance to our overall strategy. This part of the 
military assistance program is an essential tool ‘for achieving our for- 
eign policy goals in Africa, 
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SUMMARY 


To sum up, Mr. Chairman, Africa is entering upon a new chapter 
in its history. 

As independence approaches, in some areas with a speed undreamed 
of a few short years ago, the awesome responsibilities of self-govern- 
ment come suddenly into focus. In other areas, Africans seeing the 
progress of their neighbors, grow increasingly impatient. There is 
a growing awareness of the “need for reconciling the insistent up- 
surge of nationalism with means for an or derly transition from past 
to future. 

AREA NOT INCLUDED IN SPECIAL PROGRAM 


The Cratrman. Thank you, Mr. Satterthwaite. I have a prelim- 
inary question here. In the presentation book the ineligible terri- 
tories are all those bordering the Mediterranean plus the Union of 
South Africa, South-West Africa and the Spanish Sahara. 

Mr. Sarrerruwatre. That is for the special program. That’s 
right. 

The Crarrman. And also the main Portuguese possessions are ex- 
cluded. 

Mr. Satrertuwaite. No. 

The Cuarrman. Is that not right? Would you clarify that? 

Mr. Sarrerruwaite. Yes, in effect they are. We have no plans 
for programs there and no requests. Technically they are included 
though. 

Mr. Gorpon. If they request it. 

Mr. Sarrerruwatre. If they request it. It fits exactly between the 
two Tropics of Cancer and Capricorn in our thinking. 

The Cuarrman. Does that have anything to do with the policy of 
Portugal toward their possessions in Afr ica? 

Mr. Satrertuwaire. No, because we haven’t excluded them on this 
basis. 

The CnatrmMan. Only on a geographical basis; is it ? 

Mr. Sarrertuwarre. Yes. It fits into the picture pretty well as 
we see the need. The area where the greatest need exists for this type 
of program. 

ADVANTAGES OF MULTILATERAL ASSISTANCE 


The Cuarrman. There is a general question I would like to ask you. 
Mr. Hoffman who is, as you ‘know, with the U.N. is making a very 
strong plea that this type of program is much better administered 
by a ‘multilateral organization than on a national or bilateral basis. 
I think he agrees with the statement that you quoted from the Na- 
tional Academy of Sciences Report. 

Mr. Satrerruwaire. That is right. 

The Cramrman. He speaks of what he calls a preinvestment assist- 
ance program, and indicates that this type of assistance is much more 
efficiently administered by a multilateral organization because they 
can say “No” better than a single nation such as our own in dealing 
with these countries. Do you have any comment to make on that? 

Mr. SarrerrHwaire. W ell, my first comment would be that the 
amount available in the United Nations Special Fund I believe is such 
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that the two programs are not entirely competitive. I hope they will 
not be. 

I hope they will be supplementary. Secondly, I would like to say 
that we are not at all opposed to the multilateral aid approach. 

In fact we continue, as you know, to contribute 40 percent through 
the United Nations. But I think that a fund of this kind is very im- 
portant for our national interest in that we, the United States itself, 
is going to be looked to for a degree of help. In this way it will be 
identified as assistance from the United States in areas where we are 
especially well qualified to furnish it. 

The CuHartrman. I think his comment to that, in order to develop 
this idea, is that the $20 million that we put in, which is half as much 
as we contribute to the United Nations Special Fund, would bring 
many more results if it were administered multilaterally, rather than 
on a bilateral basis. 

He also would comment, I think, that this is an effort that will 
succeed. 

It does no good to put a lot of money in a country when the people 
there are not properly trained. He makes a very persuasive case. 

He cited Laos into which we have poured enormous amounts of 
money considering the size of the country. He first says it is not a 
country. It is merely aseries of 400 disconnected villages, most of the 
people not recognizing any entity other than the village itself. The 
money has been very largely ineffective in bringing about a community 
spirit or creating a nation or an entity with which you can deal. 

I believe I am not misquoting him in saying that he thinks much of 
that money has not been effective. He thinks that the same amount 
of money—he would like even more money—would be more effective 
in achieving the purpose of creating a going political-social-economic 
community in these areas if it was administered through the United 
Nations. 

I would say $20 million for this vast area, which is as large or 


larger than the United States, is a small amount. I think Africa is 


larger than both the United States and Russia together. The part 
you are dealing with South of the Sahara I guess is larger than the 
United States. 

Mr. SatrerrHwatre. Yes. 

The Cuarrman. It is such a small amount that it looks like a pin- 
prick and would be ineffective. It also strikes me that our efforts 
are so diffused over such a large area with such a smal] amount that 
we won’t make any impact at all. 


WHY NOT MORE AID THROUGH MULTILATERAL CHANNELS ? 


Mr. Satrerruwatrr. Senator, I will make a few remarks, and ask 
Mr. Gordon of ICA who has worked on this program with great in- 
tensity, if he would like to add something. 

I have great respect for Mr. Hoffman’s judgment. 

The Cratrman. Have you heard him talk about this? 

Mr. Satrertuwalrte. No, sir. 

The Cratrman. Well, he has discussed this matter with me. 

Mr. Satrertuwatte. I was in the Department, however, some 12 
years ago, when he became director for the original aid program. I 
am surprised if he feels that this is competitive with his program. 
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The Crairman. I didn’t say it was competitive. I don’t want to 
misrepresent him. He is not disparaging this, saying that you 
shouldn’t do anything. He is only saying that the fund of which he 
is the head can do a better job with the same amount of money. That 
is what I think he is saying. He is not saying you don’t do any good. 
He is saying: “We can do it more efficiently ; we can be tougher in its 
administration. We can be more selective. We are not embarrassed 
by the political implications of saying no to somebody, because we 
don’t represent a single country. The United States, being a big 
country, is always in a position to be told: Well, you are big and rich; 
why don’t you help us? If you don’t, then we will go to the Rus- 
sians.” He says this does not occur with their organization. 

Mr. Sarrertuwaite. I know. 

The CxHarrman. I am trying to interpret what he says. These are 
not my views, although, as I say, he is very persuasive. He says: “We 
can be more objective and we can require conditions that the United 
States cannot effectively require because such conditions will have 
political repercussions and overtones.” This is actually the same ar- 

ment that was made by the Administration on Monday in advocat- 
ing the International Development Association (IDA). IDA, being 
a multilateral organization, can, in dealing with these loans, take a 
more objective view than the U.S. Government itself. The Adminis- 
tration was advocating this as a reason why IDA is a good idea. On 
the committee we more or less were impressed with that. 

If this is good reasoning with IDA on administration of loans, why 
isn’t it with the administration of grants for that purpose you state? 
That is the same purpose as Hoffman’s organization, as I understand 
it. 

Mr. Satrerruwatrr. Let me first say that I think that this amount 
is indeed small, but at the same time as you know in my statement 
we indicate that this is just. the first request. We hope it will be 
continuing. The President himself stated in his mutual security mes- 
sage to the Congress that it was his belief that the initial effort must 
be increased significantly in the immediate years ahead, and com- 
plement similar efforts on the part of other free world nations so that 
the capacity of the new and other developing nations in Africa can 
be increased. 

The Cyarrman. Does that anticipate that each nation will under- 
take its own bilateral program ? 

Mr. SarrertHwaitre. We very much hope that the former metro- 
politan powers will contribute primarily the capital development that 
is needed. 

The Cuarrman. In certain areas they undoubtedly will, where they 
have special interest. 

Mr. Sarrertuwaitr. Yes. I would like to have Mark Gordon make 
some comments. 


BILATERAL VERSUS MULTILATERAL AID IN AFRICA 


The Cratrman. I would like you to make a good case if you can 
against the argument of Mr. Hoffman. 1 would like you to make 
the case that in this development it is better to approach it on a 
bilateral basis than on a multilateral basis. 1 may add one other ex- 
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rience Mr. Hoffman gave. He said, “Look at the success of the 
Teierendionsl Bank.” He said one of the reasons why it has pres- 
tige today and is almost universally approved is because it also is 
a multilateral organization and it does not suffer from the political 
handicaps that any bilateral organization will. It isn’t embarrassing 
to the Bank to turn loans down. 

This is I think a very persuasive argument. As I say, it is similar 
to the argument for IDA. I would like to know in your case as to 
why the special program is a better one because, as I understand it, 
you foresee that as only the first step in the program for Africa, and 
you expect it to be enlarged, if it is to do the jo 

Mr. Sarrerruwarre. Mr. Chairman, it is my belief that both are 
desirable and necessary, and that the special program for tropical 
Africa which we have presented to Congress is tailored to particular 
needs for education and training in a broader sense which of course 
includes help in agriculture and public health. 

The Cuatrman. That isn’t quite the _problem. Here is the Con- 
gress with so much money to give. It isn’t unlimited, as you know. 
Which is the more efficient method, the one most likely to succeed 
in solving the preinvestment problem, as Mr. Hoffman puts it, of 
educ ation, of getting ready for apypicn ition for loans through IDA or 
through the Bank or even the DLF 2 

Senator Cuurcu. Mr. Chairman, would you yield at that point 
for me to ask a supplementary question in line with yours that might 
be covered in the answer ? 

Why should not the Congress, if it deems it wise to make additional 
money available for this purpose, make that money available to Mr. 
Hoffman’s organization rather than to establish a new program of 
our own in connection with this part of the world ? 

The Cuairman. That is the question. 

Mr. Gorvon. Could I comment on both of those ? 

The CHarrMan. Yes. 

Mr. Satrerruwatre. But let me say first, and I want Mr. Gor- 
don to comment on this with your agreement, that without in any 
way trying to indicate that I am not “agreeable to the international 
approach, since I am, that I have served as Ambassador in a coun- 
try with a very large United Nations technical assistance program, 
and I am not convinced 

The Cratrman. To which country do you have reference ? 

Mr. Sarrerruwaire. Burma, and I am not convinced that it was 
administered more efficiently. 





WILLINGNESS OF OTHER COUNTRIES TO CONTRIBUTE TO U.N. PROGRAMS 


Mr. Gorpon, I would like to make a general comment, and then 
speak from my own 7 years’ experience in ‘Africa wor king very closely 
with the U.N., two programs working closely together. 

First on the general problem it is my impression that the real limi- 
tation on the U.S. contributions to U.N. programs including the Spe- 
cial Fund has been the willingness of other countries to make contri- 
butions. 

If other countries are willing to put in more money and we would 
do so without increasing our percentage to the point where our con- 
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tribution would be dominant, I think the U.S. Government would be 
quite willing to do so. 

We have also had talks in the past few weeks and months with 
British, the Germans concerning their programs of assistance to the 
underdeveloped countries, and have sounded them out on joint efforts. 
The British, French, and Germans all were willing to support the 
U.N. programs and probably will be willing to increase their contri- 
butions somewhat. 

But they have a preference for doing things on a bilateral basis, 
because they have an interest in maintaining and developing cultural 
ties, promoting trade and so on. 

We have also had meetings with the Special Fund and coordinated 
our planning with their planning. They have available for projects 
on a worldwide basis this next year I think only about $35 million 
which won’t go very far. 

Senator Crrurcn. In that connection Mr. Hoffman said to me that 
if he had additional American money to indicate not only a continu- 
ing but an increased America interest in this program, he is quite 
confident on the basis of the contacts he has heretofore made with the 
European countries that he would be successful in getting additional 
European money on a matching fund basis. So the total fund would 
be 40 percent contributed by the United States. When they go into 
other countries to make the necessary preliminary investigations and 
surveys, they are often able by virtue of the nature of his organiza- 
tion to obtain matching funds within these countries. which further 
augments the money supply for the purposes. This, it seems to me, 
makes a very strong case that our money goes much farther handled 
in this way than it does when we appropriate it directly to you and 
you work on a purely bilateral basis with it. 


RELATIVE ADVANTAGES OF BILATERAL AND MULTILATERAL APPROACH 


Mr. Gorvon. I would like to comment from the standpoint of my 
experience in the field with the U.N. and Special Fund. In the two 
countries I have spent the last 7 years in, Ethiopia and Libya, we of 
course work hand in glove with the U.N. in our planning and 
execution. 

I think there are some areas in which the U.N. can do a better job, 
some areas like certain aspects of public administration. But by and 
large I don’t think that I would agree that they can administer 
projects more effectively or even say no more easily. I think some 
people have the impression that we in the field are saying yes all the 
time. 

I can assure you that we are saying no 10 times for every time we 
say yes. We have to say no constantly, and impose requirements 
which sometimes are not popular with the receiving government just 
as it is done by the U.N. 

In the last 4 years I have been in Libya, and when the Special Fund 
began operating, our specialists were asked to join with the U.N. spe- 
cialists in working with the government in exploring possible projects 
for submission to the Special Fund, exploring projects which would 
be needed by Libya but complementary to what they were already 
doing and what we were doing. 
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And so we participated in that, but the Special Fund criteria are 
not at present particularly adapted to Africa because they finance 
generally only the offshore costs, and there is a real need in Africa 
for meeting the local costs. 

In some cases where they impose a requirement, a matching require- 
ment, it could very well come back on us as an additional require- 
ment in our program where the government does not have the 
budgetary capacity to put up the local contribution which the Special 
Fund expects. 

The Cuatrman. This question of administration is always a diffi- 
cult one to judge. You mentioned your experience in Burma. Am I 
not correct that Burma withdrew from this program partly because 
they viewed it as foreign imperialism? Didn’t they discontinue, for a 
period at least, all of these foreign programs? 

Mr. SarrertHwaite. Yes, they withdrew from the American pro- 

am. 

The Cuamman. That is what I mean. 

Mr. Sarrertuwaire. For purely political reasons. 

The Cuarrman. That is right. All these former colonial areas, we 
are told, are extremely sensitive to anything that could possibly be 
interpreted, even unreasonably, as a revival of some form of economic 
imperialism. Of course that is the Russian allegation. 

It seems to me the multilateral approach certainly obviates that 
difficulty. It is very difficult for us to judge on the relative efficiency 
of an administration. We have to deal with it in somewhat general 
terms and at least on an attempted logical basis. Is there anything 
you can say or give us that would be persuasive that our adminis- 
tration of this program is more efficient than Mr. Hoffman’s? 

We do have a choice. We have so much money to devote to help- 
ing these new countries which have no civil service. They have a 
poor educational system. It is really a question of where you put 
the money. Where does it bring the greatest results? 

That is about all. It would strike me that Mr. Hoffman makes a 
good case. I wondered if you could make your case a little more per- 
suasively. 


TECHNICIANS UNDER UNIVERSITY CONTRACTS OR U.N. CONTRACTS 


What evidence do you have that our administration of the program, 
which has common objectives with the U.N. program, is more effective 
this way ? 

Mr. Gorvon. Mr. Chairman, if I could answer that in part, I think 
from my own observation where you have a homogeneous group of 
technicians working together, I think you generally get more effective 
results over a short per riod of time. We use university contracts very 
extensively. You get a team from one institution working to help 
develop another training facility in Africa. The U.N. may have to 
put together specialists of several different nationalities for a project. 
They have real problems of working together. I think that is one 
part of the answer. 

The CuarrmMan. Mr. Gordon, I have heard great complaints about 
this university program. Our own universities complain about the 
rigid requirements of the usual bureaucratic reports. Many of them 
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have given up and have refused to continue these programs because 
of the difficulties they encounter. There is, I assume, a continuing 
nature about the Special Fund. I think Mr. Hoffman would say— 
just using him now as the source of these arguments—that we operate, 
or apparently operate, on a year-to-year basis and we never know from 
one year to the next what to expect, whereas the Special Fund op- 
erates on a continuing basis so it can get good personnel. Is there 
anything to that argument? 

o you think our personnel is superior to theirs? Aren’t there 
many Americans employed by his Fund ? 

Mr. Gorvon. Very, very few. 

The Cuarman. Oh, really? You don’t have difficulty in recruit- 
ing personnel in this program for administrative posts abroad ? 

Mr. Gorpon. We have difficulty, yes. 

The CHarrman. You have difficulty in finding qualified people. 
What I am getting at is this. It seems to me if we support the U.N. 
approach and the others do, that you could build a permanent group 
of people devoted to this cause, rather than fragmenting the effort. 


TREND TOWARD MULTILATERAL LENDING 


On the surface logically that seems to make sense. This is the 
trend in the other fields. It is the trend in the financial field, as you 
know. That is what they are trying to do. The announced policy 
of this Government is to move toward multilateral lending as exem- 
plified by the Inter-American Bank, by the International Develop- 
ment Association, and by the International Bank. We doubled the 
IBRD resources last year. We just had hearingson IDA. I have no 
doubt that will go through. We authorized the establishment of the 
Inter-American Bank last year. 

I have accepted the theory with regard to financial institutions as 
sound and have supported it. I am not quite sure why we should not 
move that same way in the grant field. 

Mr. Sarrerruwatre. Mr. Chairman, isn’t part of the answer in 
the fact that the programs in this part of Africa have been very small 
so far? 

The Cuarrman. Yes. 

Mr. SatrertTHwaite. We are talking about small sums. 

The Cuatrman. That’s right. 

Mr. Satrertuwaite. If we got into large figures even for North 
Africa, I don’t believe that the matching of funds would be possible 
realistically. And what is perhaps more important from the State 
Department’s standpoint is that these countries expect. some assistance 
from us directly and I think it is in our interests to give it to them. 

The CHarrMan. Well, we would be giving it to them but through 
this other organization rather than directly. 


U.S. CONTRIBUTION TO U.N. PROGRAMS 


Mr. Satrertuwatre. I have always made a point of stating and I 
think it is quite proper to do so, that 40 percent of the funds in coun- 
tries where we do have United Nations programs are furnished by the 
United States. 
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The Cuarrman. That’s right. In some others we have furnished 
far more than that. 

Mr. Sarrertuwaite. UNICEF, I believe. 

The Crairman. We have contributed 70 percent I think of the 
Children’s Fund, and the Palestine refugee program. I am just try- 
ing to develop the reasons. A lot of people feel that we go off in 
too many directions with our allies and that the whole Western World 
should cooperate and concentrate their efforts. The mission on which 
Mr. Dillon went to Europe, in the OEEC, was to try to bring about a 
consolidated effort among many countries, 

This, I think, appeals to me. I would like you to make a stronger 
ease that that would not also apply to the Special Fund, because I am 
inclined to think I could support a move to take those $20 million 
and instead increase our contribution to the U.N. We want to get 
some results. 

This is the beginning of the special program, and I want to be very 
sure that we are right in undertaking it ourselves. You have already 
indicated you anticipate coming back here next year and asking for 
more, $50 million or $60 million maybe, and the following year maybe 
a hundred. We are starting off on the program now and it is also new 
in this area. I think you ought to make a very strong case that this 
is the most efficient way to do it, rather than the alternative, which 
is in being and not very large. 

Senator Lauscue. Is the Senator from Arkansas speaking only of 
the $20 million item or is he speaking of the entire contemplated al- 
location to Africa? 

The Cnatrman. At the moment just the $20 million for the special 
program because this, as I understand it, is a rather special under- 
taking to prepare these new nations that are almost beginning from 
scratch, to prepare them for industrialization and for modernization. 

Mr. Hoffman calls this preinvestment assistance. There are cer- 
tain things you have to ds before you go in and build factories. 
There is no point in putting a lot of money in building a factory with 
nobody to run it. Preinvestment is the first step. That is the main 
thing that he is talking about right now. I don’t know whether you 
have talked to him or not, but he makes a very impressive case, 

Senator Lauscne. But wouldn’t it follow that if you turn this $20 
million over to U.N., you would finally then turn over the whole 
program, if you were logical in your approach. 

The Cuatrman. No, I am not sure. This particular program has 
a rather limited objective. It is not the same objective as the In- 
ternational Bank or the DLF. They are not concerned because they 
don’t make loans for education. They make them for industrial de- 
velopment and such things as railroads and harbors and so on. That 
is not the purpose of this, is it? 

Mr. Sarrertuwatre. This is not for infrastructure. 

The Cuatrman. That is not that type of thing. If I understand 
it, your objective is the same as Mr. Hoffman’s, is it not ? 

Mr. Sarrertuwatrre. I think it may be in part, sir. 

The Cratrman. It seems to me it is the same. 


ADVANTAGES OF MULTILATERAL APPROACH 


Senator Lauscne. But if the creation of a multilateral agency 
would invite contributions from other nations which we will not now 
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get, wouldn’t it follow that if you turned the whole program over, 
you would also expect others to participate ? 

The Cuarrman. They already have this agency, and we are contrib- 
uting 40 percent, $40 million, is it not, of an expected $100 million ? 
But our limitation is we will contribute not to exceed $40 million if 
they can raise $100 million. It actually has not reached that amount 
but that is our commitment, that we will do that if they can get it. 
Mr. Hoffman has not succeeded, I believe, in getting the $100 million 
so we have not had to put up the full $40 million. 

Senator SparkMAN. I wonder, too, if this is not taken into consid- 
eration. We are dealing with an area out of which there will spring 
new states, new governments. As I understand your proposition, it 
is whether we go into some kind of a united action or whether we go 
down there and compete with all comers. I wonder too if we are 
not going to have stiff competition. I can’t conceive of the Soviet 
Union, for instance, letting us operate alone. 

The Cuarrman. They are already in there. 

Senator Lauscur. They are in two places, Guinea and Ethiopia. 

The CuHatrmMan. Mr. Satterthwaite mentioned $100 million in Ethio- 
pia. 

Senator Lauscue. Well, they are in two places; is that correct? 

Mr. Satrertuwaire. That is right, sir. 

Senator Lauscur. That is below the Sahara. But they are also 
of course along the Mediterranean. 

Mr. Sarrerruwatre. Only in the sense of a hospital here and there 
or something like that. 

Senator Lauscne. Egypt is not included in this; is that right? 

Mr. Satrertiwairr. That’s right. 

Senator Lauscuer. That is the Middle East. 

The Cuarrman. Mr. Gordon, I wish you would tell us why this 
special program is preferable to doing it the U.N. way? 

Mr. Gorpon. Mr. Chairman, there is one, I think, very practical 
consideration. Almost without exception the individual countries 
and territories have expressed a great interest in help from the United 
States in the field of education and training, particularly vocational 
and teacher training and agricultural extension training. 

Now I think that if this $20 million were to go to the Special Fund, 
any government that I have had anything to do with in Africa would 
also say, “That’s fine, we appreciate this from the U.N.” but they would 
come to our Embassy the next day and say, “Now what are you going 
to do for us? The French are doing this, the British are doing this. 
We expect help from you too.” 

Senator Sparkman. That is the very thing I had in mind. Is bid- 
ding against the French and the British a desirable situation? 
Couldn’t we take the lead in tying them together ? 

Mr. Gorvon. The French are spending a half billion dollars almost 
in Africa, and much of that in the form of teachers, technicians, ad- 
ministrators. 

We want them to continue to do that and they are not likely to put 
all of that in the Special Fund. 

The CHarrman. The French are in a special situation. 

As I understand Mr. Hoffman’s purpose, it is to avoid this indi- 
vidual competition and unrelated and uncoordinated effort by one 
country and another. 
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Mr. Sarrertuwarre. I think we are overlooking the fact that the 
needs are vast here, and I know of no competition of this kind unless 
it is with the Soviet bloc. One of our problems is to persuade the 
former metropolitan powers, for instance Italy in Somalia to con- 
tinue to give enough assistance. 

The CHarrman. Your argument then is directly contrary to Mr. 
Gordon. Hesays we do it because the others are doing it. 

Mr. SarrertHwarrs. That is not a question of competition there. 

The Cuarrman. Go on. You have made that point. I must in all 
honesty say, Mr. Gordon, it is not very persuasive. What other rea- 
sons are there? 


U.S. PARTICIPATION OBSCURED IN MULTILATERAL APPROACH 


Senator Lauscur. May I at this point express a view that I think 
ought to be in the record ? 

Repeatedly in these hearings I have heard arguments made that 
we were lacking in salesmanship because we have not informed the 
world of the great expenditures that we have made to help less de- 
veloped countries. , 

It has been pointedly asserted that we are not getting the credit to 
which we are entitled, that we ought to get more credit, and that 7 
and means ought to be devised even to the extent of adopting the 
Madison Avenue sales methods so we will get the credit. 

I would like the record to show that there are two sides to this ques- 
tion: one is to keep ourselves out in front alone so that they will know 
that we are doing the job; the other is to allow ourselves to become 
amalgamated with a group where our participation becomes obscured. 
It is necessary to consider this factor which I have mentioned so that 
all that we do is not behind a curtain, unknown to the world. The 
argument is made repeatedly that we are doing nothing. 

The Cuarrman. I don’t want to argue with the Senator. I am try- 
ing to elicit the testimony from the witnesses. But I am bound to say 
that in the first place I don’t think this country is prepared to do the 
whole job. 

It has to have the participation of these other countries. 

Mr. Sarrertuwatite. I agree, Mr. Chairman. 

The CrHatrmMan. And therefore the objective of getting all the 
credit I think is entirely incidental to getting the job done. I don’t 
care whether they love us or give us credit or not. What we are after 
is to get these countries on a viable basis. They can scoff at us as indi- 
viduals as long as they are independent functioning countries and have 
not joined the Communist bloc. 

We gave aid to a lot of people. We gave aid to Yugoslavia not be- 
cause they love us—they are Communists—but because they are inde- 
pendent of Moscow, as an extreme example. 

But I want to give Mr. Gordon all the opportunity to justify this 
individual effort on our part as distinguished from a common effort. 


TREND TOWARD MULTILATERAL APPROACH 


And also I say to the Senator that all these other ideas that we have 
been considering—the IDA, the International Bank, the Inter-Amer- 
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ican Bank—those 3 main recent developments are toward a multilat- 
eral Western effort. It is a Western effort rather than a U.S. effort. 
At the same time propaganda is constantly recurring that this is 
American imperialism, as in Cuba today and in other places, and that 
the United States is trying to dominate their economy once it becomes 
of sizable proportions. 

I don’t want to labor it too long but I wish you would make a little 
further argument in support of this approach. 


GETTING CREDIT FOR WHAT WE DO 


Senator Lauscue. I would like to reply to the Senator from 
Arkansas that my observations have been that we are reluctant our- 
selves to let the people of the world know about our unselfish pur- 
poses. The President has gone abroad to invite and bring good 
will among our Nation and other nations’ peoples. It is not adequate 
to say that we are indifferent to their mental reaction to what we are 
doing, that we ought to be content to know that we are doing well, 
and that we don’t care whether they recognize it or do not recognize 
it. 

I can’t subscribe to that thinking. 

Senator Cuurcn. Mr. Chairman, may I observe here that in tropi- 
cal Africa, from all that I know about most of the people who live 
there, they don’t even know that there is a United States. It is not 
likely that most of them will even know that there is a United States 
for many years to come. 

We are dealing here with governments, albeit new but sophisticated 
governments. The extent to which they are apprised of the effort 
will largely be confined to the knowledge of the educated, to the rela- 
tive few. It seems to me if we are looking for credit in dealing with 
these fields, we can make it clear that our contribution through the 
United Nations is every bit as meaningful as a direct bilateral con- 
tribution. I don’t think we suffer any in the loss of credit when we 
deal through the United Nations. 

It is not a question of mass appeal in Central Africa. Certainly 
it is not that. And though the argument made by the Senator from 
Ohio might have real and important meaning in other parts of the 
world, I can’t see that it is terribly meaningful in this area. 

Mr. Satrertuwatte. Mr. Chairman, before you have Mr. Gordon 
answer, may I observe that while undoubtedly there are very primi- 
tive areas still left, I have never gotten the slightest indication that 
most of the people of Africa know nothing about the United States. 
They are not only aware of the United States but look to us for help. 
We have had missionaries, as you know, by the thousands throughout 
these areas for 150 years. 

The CHatrmMan. Gentlemen, I have taken an hour on this. Senator 
Sparkman, will you ask some questions? 

Senator SparkMAN. I have no questions. 

The Crarrman. Senator Wiley, do you have any questions? 

Senator Wirry. I have no questions. 

The Cuatrman. Senator Lausche, the floor is yours. 
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NEED FOR UNILATERAL PROGRAM 


Senator Lauscue. I will ask the question that Senator Fulbright 
asked. Senator Fulbright asked you to present your reasons why you 
believe it is more advisable to proceed unilaterally in this program 
than to join with others through the United Nations. 

Is that in substance the Senator’s question ? 

The Cuarrman. That is right. 

Mr. SarrerrHwatire. My answer to that, Mr. Chairman, is that 
both are necessary, that the Special Fund of the U nited Nations is 
still on a very small scale, that we are faced with an immense prob- 
lem in Africa. These countries are becoming independent this year. 
They need assistance. We are prepared adminisiratively. We have 
a fine organization which can move in and do it if Congress gives us 
the funds to operate with this program. I do not, as I have said 
before, want to put myself in the position of opposing multilateral 
aid through the United Nations program. I think that is fine, but 
I don’t think it is adequate, and this program itself, I think, does 
fit a real need. I would like to point out again that the need is so 
great in these countries that I don’t believe it is a question of 
competition. 

Mr. Gorvon. May I add to that? The five projects which the 
Special Fund up to now has approved in Africa include only one in 
the field of educational training. They have some additional appli- 

cations in that field but also in many other fields. Now we have se- 
hiched the relatively narrower area of educational training for con- 
centration with this $20 million. We have nothing to offer to meet a 
great many other needs, such as resources surveys, which are badly 
needed. 

Many types of surveys leading to capital development projects: We 
have nothing for roads, for telecommunications, for water systems, 
sewer systems, and that sort of thing. I think that there is a great 
deal that can and should be done by the Special Fund, and we would 
certainly hope their activities in Africa as well as those of DLF, 
IDA, and others will get going, because the problems are so tremén- 
dous. We have selected this field of education and training because 
this is the area in which we have got the overwhelming majority of 
requests and we think it is an area that needs priority attention be- 
cause until the one precondition for growth, the availability of trained 
people, is met, the African countries really won’t be able to move very 
fast. 

I can’t prove that we can be more efficient on a bilateral basis than 
multilateral. I think we can. 


RATION CARDS FOR PALESTINE REFUGEES 


Senator Lauscur. Yesterday Senator Gore developed the fact that 
while he was in the Middle East, he learned from a reliable source 
that under the U.N. administration 150,000 cards were being hon- 
ored improperly, and that he sent a wire to the State Department in- 
forming them that 150,000 fraudulent cards were out, and that that 
was being remedied. 
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It indicated that great publicity is given to the maladministration 
of our mutual aid program, but I had not seen any word on that item 
in the papers. Had you heard of it? 

Mr. Gorpon. No, sir; I haven't. 

Mr. Sarrertuwatte. This is outside of our area, of course, but I 
do know about this problem. 

Senator Lauscue. When did it come to your attention ? 

Mr. Satrertuwaite. I have heard it discussed at meetings. It is 
the question of cards for the Arab refugees. 


BILATERAL VERSUS MULTILATERAL AID 


Senator Lauscur. While we were studying the report on Africa 
submitted by Northwestern University and written by Mr. Herskovits, 
and while we were listening to the witnesses giving support to that 
report, statements were frequently made that to avoid the impression 
which the surging nations of Africa have that we are trying to im- 
pose colonial exploitation or imperialism upon them, we should not 
directly administer any of our aid funds in Africa, but should chan- 
nelize them through some multimember agency. May I hear your 
reaction to that thinking ? 

Mr. SatrertHwatte. Senator, I think that multilateral aid is very 
helpful, but again I would like to say that I don’t agree with the wit- 
nesses who said that that is the only way in which help can effectively 
be given to those nations. 

1 think that they may slip over into the Communist bloc if we wait 
for this to get going. We have got to meet this challenge now, this 
year and in the next. I just don’t believe that there is time for setting 
up something new unless it is to expand, as rapidly as we can, the Spe- 
cial Fund of the United Nations. But you must wait for the next 
General Assembly to do that. That doesn’t meet until September. 

In the meantime events are moving with amazing rapidity as you 
will remember from Dr. Herskovits’ testimony. 

Senator Lauscue. Yes, you were there. That is all I have. 

The CuatrMan. Could you give us a little rundown on the develop- 
ments in Guinea? I’m sorry, Senator Church. Go ahead. 

Senator Cuurcu. With respect to the last point that you made, I 
would concur that we have to move ahead. But we come to the start- 
ing of a new program that represents an extension of something that 
is already established within the United Nations, and seems to be 
working pretty well. I think that the suggestion of the chairman 
that this additional $20 million might be diverted into the multilateral 
agency to expedite its work has very strong force to it. In the mean- 
time we of course would be continuing with the other aspects of our 
program. 

I am not at all sure either that we can ever expect to have much 
success in acquainting the African people generally with what we, the 
United States, are doing. I remember when I was in India during 
the war, time and time again I would meet with hostility in India 
where the people enjoy a civilization considerably above that in trop- 
ical Africa, and where their educational level is considerably above 
that in tropical Africa, because these people could not distinguish be- 
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tween me and Britishers. I was just a white man. I noticed in the 
press the other day with respect to the President’s visit a comment 





made by an American reporter who heard the conversation on the , 
street among the crowd as the President went by, and people said | 
“Who is this now?” and one of the Indians said “I think it is Eisen- : 
hower. I believe he is King of the West.” | 
I think we fool ourselves if we expect these people to appreciate | 
just who is doing what in any large degree. | 
| 


MILITARY ASSISTANCE TO AFRICA 


I would like to ask you some questions about the military assistance 
program in Africa. First of all, 1 want to make the observation that 
I think your program in Africa is much better balanced than our pro- 
gram in many other parts of the world. We have most of it devoted 
to special assistance and technical cooperation and to economic aid, 
and only about 12 percent of it devoted to military assistance. 

I wiah the same ratio obtained in Latin America where more than 
half of our entire program still goes to military assistance. 

But still I am distressed at the trend that now is beginning in 
Africa, because if there is a continent in the world that does not need 
large military establishments, it is Africa. I notice that in our pro- 
gram these past three years, the military assistance program has 
grown. In 1959 our program amounted to $11.9 million. In 1960 it 
had jumped to $13.1 million. In 1961 it is up to $18.2 million. Per- 
centagewise the military assistance program has grown from 10 per- 
cent last year to 12 percent this year, so the trend is again in the di- 
rection of an enlarged program. Is this wise? 

Mr. Satrertuwaite. I would like first to put this increase in its 
perhaps proper background. I fully agree we do not want an arms 
race in any part of Africa. But of course, as I said in my statement, 
most of our military program in A‘rica is for political reasons in 
connection with our bases, except in Tunisia where we have the most 
western oriented country in a very key area in North Africa. 


TUNISIA 


Senator Cuurcu. Do we have bases in Tunisia? 

Mr. SatrerrHwatte. No, we do not. 

Senator Cuurcu. Why are we giving military assistance in Tunisia? 

Mr. Satrrertuwatte. It is a relatively small program for arms 
which we would prefer to have them buy from France, but because of 
the situation prevailing in that area they have been reluctant to do so. 
In our opinion there is no question about their need for these arms. 

Senator Cuurcu. But they are not buying them from the United 
States, are they? We are furnishing them ¢ 

Mr. SatrertuwatrTe. It is a long-term credit purchase. 

Admiral GrantHam. Negotiations are not complete but we expect 
them to [deleted] purchase the material. 

Mr. Satrerruwatite. The arms they have so far bought were pur- 
chased on favorable terms, is that correct, Admiral ? 

Admiral GranrHam. Yes. 

Senator Cuurcn. We are extending them our credit. 
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Admiral GrantHam. Yes, we think that is what it will be. Nego- 
tiations are not complete. 

Mr. Sarrertuwaire. The only place in West Africa where we are 
furnishing any arms is in Liberia, where the Liberian Frontier Force 
is weak and we are there helping a country with which we have special 
relations to build up its own security forces, with no possibility of 
these forces serving as a danger to any neighboring country. 

Senator Cuvrcu. Is Liberia threatened now from without? Is this 
purely an internal force? 

Mr. Satterrnwaite. That’s right. 


JETS FOR ETHIOPIA 


Senator Cuurcw. Last year the committee asked some questions 
relating to a commitment of ours to furnish Ethiopia with [deleted] 
jet fighter planes. At that time it was put up to us in the commit- 
tee that the Emperor of Ethiopia urgently desired these fighter planes 
[deleted]. I understand these planes have not been delivered as 
yet; is that so? 

Mr, Sarrertuwairte. That is correct. 

Senator Cuurcu. And you are not anticipating delivering them in 
the coming year? 

What are the plans in connection with these planes? 

Mr. SatrertHwaite. We have a commitment to deliver as soon as 
they have carried out their part of the commitment, which I believe 
is to have airfields on which they can be used, and to be able to fur- 
nish the petroleum, oil and lubricants that are needed. As soon as 
those terms are carried out, we are committed and will furnish these 
planes [deleted]. 

Senator Cuurcu. What possible need does Ethiopia have for [de- 
leted] jet fighter planes? [ Deleted. | 


SOVIET AID TO ETHIOPIA 


Mr. Sarrertuwairte. There is a $100 million loan of credit by the 
Russians at 2.5 percent interest for projects and for specified uses 
which have to be agreed upon in the future. 

As far as materiel is concerned, it will have to come from behind 
the Iron Curtain or from ruble sources. So far to the best of our 
knowledge they haven’t used a cent of that line of credit. 

Twelve technicians I believe it is have been in Ethiopia trying to 
work out a project, none of which has been approved as yet to our 
knowledge. 

Senator Cuurcu. When was the commitment made? 

Mr. SatrertHwaite. During the Emperor’s visit I believe it was in 
July. I would like to have Admiral Grantham comment also on 
this. 

Senator Cuurcn. Before that, under the terms of the loan is this 
money to be used for educational programs, for engineering programs, 
road building, programs of economic development? 

Mr. Sarrerruwattr. The press reports have indicated that the So- 
viets in addition, one, will build and equip as a gift a secondary school 
in Addis Ababa which will accommodate 1,000 people, two, provide 
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equipment for the Memorial Hospital and three, have presented the 
Emperor with an Hyushin aircraft. 

Senator Cuurcu. What kind of aircraft is that? 

Mr. SatrertHwaite. The equivalent of our DC-3. 

Senator Cuurcu. A passenger plane? 

Mr. Sarrertuwalte. Yes, f know the Hyushins 14. I saw them 
being given in other areas. 

Senator Cuurcu. I believe I have seen them too. So there are, 
so far as I know, three uses of this money, and certainly there will 
be others considering the size of the sum. The three uses of this 
money relate to the establishment of a school, relate to the furnish- 
ing of medical equipment, and to a passenger plane probably for the 
use of the Emperor and high officials of the government. When it 
comes to the public relations that we have been discussing, it seems 
to me that the Russians will come out on the long end when projects 
of this kind are talked about in Ethiopia as against jet fighter planes 
furnished by the United States. 

Mr. SatrrertHwatte. That is a real problem, and furthermore as 
you know, the Soviet aid has been characterized by insisting on so- 
called impact projects such as stadiums and roads, many of which 
are not really needed, and which are a real drain on the national 
economy. We have to try to compete with that, aside from the ques- 
tion of the programs with which we also are trying to assist the na- 
tional economy from the long-range viewpoint. [ Deleted. | 

Senator Cuurcn. Admiral, have you something to say on that? 


JUSTIFICATION OF MILITARY ASSISTANCE TO ETHIOPIA 


Admiral GrantHam. There were two or three things that you men- 
tioned that interested the Department of Defense, one is the general 
question of whether our military assistance has in fact done any good 
since the Ethiopians accepted the loan from the Soviets. Well, I 
think the answer there is yes, the military assistance has done good, 
because although the Soviets have offered their military assistance of 
various kinds, the Ethiopians have not chosen to accept it. [ Deleted. | 


SITUATION IN THE UNION OF SOUTH AFRICA 


Senator Cuurcu. Could you give us the benefit of your view with 
respect to this butchery that is going on in the Union of South Af- 
rica. Are there plans? What will the State Department do in mak- 
ing our position clear to the world other than the protest that we 
made to the South African Government. What else is being planned 
in this connection? It seems to me that the civilizers in South Africa 
need a lot of civilizing. This is as brutal and as objectionable a thing 
as has occurred in a long, long time. 

Mr. Satrertuwaite. There is not a great deal I can add to the 
statement which we issued, in which we did express our deep con- 
cern. Normally this would be considered an internal problem as you 
know. Time and again we have made it clear in public statements 


that we do not agree with their racial policy, that we think it is wrong. 
At the same time we have to add that until we set our own house in 
order, we are not in too strong a position to tell them how to deal 
with this problem. 
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This particular incident is of course of such an extreme nature that 
the Department made the statement which you have read. We have 
been informed by the South African Government subsequently that 
they have appointed already two commissions to deal in the two areas 
in which the riots took place, one at Sharpeville near Johannesburg 
and the other in the area near Capetown, both by judges, and that a 
judicial committee will be appointed to evaluate the findings of the 
original. In this circumstance I am afraid we have to take the posi- 
tion that we will wait and see before we can make any further state- 
ment. 

Senator Cuurcn. I want to commend the Department for the 
protest. 

Mr. Satrertuwatre. [ Deleted. | 

Senator Cuurcn. That is all I have. 


SOVIET ACTIVITY IN GUINEA 


The Cuatrman. I started to ask you about Soviet penetration in 
Guinea. What is the situation? What are the Soviets doing there? 

Mr. SatrertuwaitTr. The Soviets are doing a great deal there, and 
particularly in the way of impact projects which I mentioned. Mr. 
Gordon may want to supplement what I say, because he has had one 
of the ICA men out there recently. Perhaps most conspicuous is the 
extension of the runways at the airport so that they will be long 
enough to take jet planes, the building of what I believe is a four lane 
highway from the air field in to Conakry, the filling in of swamps 
where they will set up a set of buildings bor a permanent fair, and a 
great many measures in making the city of Conakry a real show 
place for the rest of all Africa. 

In addition they have plans for building a stadium and schools 
and things of that kind. 

The CuatrmMan. How long a credit did they extend? 

Mr. SatrerrtuwatrTe. $35 million, but much of this work is being 
done by other agreements. The $35 million is from the Soviet Union. 
They have had trade agreements with quite a number of the Iron Cur- 
tain countries. They have technicians from Czechoslovakia, from 
Poland, from Hungary, in addition to the Soviet Union. They even 
have some workmen from Czechoslovakia living in barracks who are 
going out and helping in this cleaning up process. 

They have technicians in key places, at the airfield, and in their 
communications, and they are planning, which perhaps is of greater 
significance of all, to build a printing plant for the Guinean Govern- 
ment. 

Many of these are projects filling real needs, since the whole struc- 
ture of government really was ruined when the French left and took 
not only equipment but all their technicians with them. 

In short, they are doing a great deal. We do not think and have 
no reason to believe, dangerous as it is, that this means the Guinean 
Government is a satellite. We are in close contact with President 
Sekou Toure who has been in this country, and who is an exception- 
ally able man. 

He is convinced that he should get his aid wherever he can find 
it, and that it is all for the good of Guinea. But obviously it does 
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have great dangers for the West. They had hopped across the 
Sahara into a part of Africa where they have never been before. 
Fortunately as yet they are surrounded by countries which we have 
reason to believe will not be sympathetic to Communist penetration. 


IS NO AID BETTER THAN SOVIET AID? 


The CuairmMan. Do you believe that the Russian contribution to 
economic development of countries like Guinea, Egypt, India, Burma 
is in the long-term interest of the Russians or the West? 

Mr. Satrertuwarrte. It is difficult to give a yes or no answer. 

The Cuamman. What do you believe about it? 

Mr. Sarrertuwatrte. I believe that some things they do will be 
of benefit to the country, but much of what they do will not only not 
be of benefit to the country but also carries great dangers for the 
West. 

The CuarrmMan. Where we do not do it because we are either unable 
or unwilling to do it, on balance is it better for our own interests that 
it not be done at all than that the Russians do it? 

Mr. Sarrertuwaltte. Possibly there are instances in which it would 
be in our interest. I don’t know of any such yet. 

The CHarrman. Take India as an example. They built a steel 
mill of a million tons capacity. I think it cost over $200 million. 
As of the present do you think it is better that that has been built 
by Russia or would have been better if it had not been built at all? 

Mr. Satrertuwaite. [ can’t answer that. 

, I can’t answer it because I am not sufficiently familiar with the 
acts. 

The CHatrman. Do you have any view about the Aswan Dam? 

Is it better that Egypt have that built or not? 

Mr. Satrertuwaitte. I think it would be better if it could have 
been built by funds from the West. 

The Carman. That may be but that is an academic question. I 
was of the same view, but you know the limited amount we were 
willing to supply.. You know you would never have gotten all you 
asked for. I would think you would have some view as to whether 
or not this is to our long term disadvantage or not. 

There is a school of thought that believes that this may prove to 
be to the advantage of the country, to its economic development so 
that it can still maintain its independence. 

Mr. Satrertuwaite. My views in general on this are that until 
we get a better working relationship with the Soviet Government 
and are convinced that we are going to have a period of peace, that 
this on the whole is not for the good of the West. 

The CxHarmman. The countries are likely to suffer great political 
instability if it is not done. You will have continual turmoil, poverty, 
and failure to develop any responsible government. 

It seems to me that when we take the position that we are not 
willing to do it, as we definitely and clearly turned down the Aswan 
Dam, then it is rather a dog-in-the-manger attitude to take. 

“Well, we are not going to do it but we don’t want anybody else 
to do it.” 
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I would think from the point of the appeal to the other countries, 
that this would be a very poor position to take. If we are unwilling 
to do it, having been given the first opportunity as in the case of the 
Aswan Dam, it seems to me very poor policy. I think in that posi- 
tion we would be much better off to say, “Well, fine. We are glad that 
it is being done and we wish you well. We will help you in some 
other way.” 

Mr. Sarrerruwatte. I think the best solution is for the Congress 
to give us the funds so that we can do it. 

The Cuatrman. Well, you talk about an unrealistic thing. 


RELATIVE ADVANTAGES OF NO AID OR SOVIET AID 


Isn’t it better to take the position in our information program, if 
you like, “Well, we are glad you are doing it and we will help too,” 
rather than say “No, this is terrible because the Russians are in there”. 
That is a very ungracious and stupid attitude to take to object to it if 
we are not willing to do it. 

Senator Cuurcu. Was it the action of the Congress that resulted 
in the decision not to build the Aswan Dam? 

The Cuatrman. No, Mr. Dulles decided it on his own. 

Senator Cuurcn. It was the Secretary of State. 

The CuHarrman. It is done and we are confronted with it. I have 
already expressed myself about whether it is good or bad. But that 
is over the dam. We are now confronted daily with our attitude to- 
ward similar developments. 

Since the Communists are going to do it and they are already in 
Guinea, it seems to me that, rather than bemoaning the fact, we 
ought to say “Well, fine, we will also help you to the limit of our au- 
thorization or abilities” in the practical sense of what you can 
get authorized from the Congress. 

I would think the reaction of the Egyptians and of the Guineans 
and of everybody else would be very adverse to us, if we said “Well, 
we don’t want anyone else to do it. We can’t do it but we don’t want 
them to do it either.” 

If you put yourself in their position that is how you would react, 
wouldn’t you? 

Mr. SatrertHwatre. I can’t reply very meaningfully in my posi- 
tion except to point out that the Aswan Dam of course 1s a project of 
immense scope, whereas I think we can and should help in countries 
like Guinea. 

The Cuatrman. What are we doing in Guinea? What are you 
going to do there? 

Mr. Satrertuwairr. That has been a real problem because the 
Guinean government has not been willing to reach an agreement, such 
as other countries in similar positions have, which would permit us 
to go ahead with an aid program. 

We are granting 150 scholarships and are just about to go forward 
with an English-teaching program. 


HOW MUCH DOES SOVIET AID AFFECT ATTITUDES? 


The Cuarrman. I think that is good. It is true the Communists 
may subvert these countries. On the other hand, they may not. I 
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don’t think India is liable to fall to the Communists because of that 
steel mill. She is much more likely to become Communist through 
other factors. If it has any effect, the steel mill, it is true, may have 
created a friendly feeling. On the other hand, it will undoubtedly 
contribute to their economy and may strengthen it. It might be- 
come the difference between a very serious economic situation and a 
greater stability which in effect supports the free government. So I 
think there are definitely two sides. I will put it the other way. The 
Russians are taking a cnedies by going in there and putting $250 mil- 
lion into a steel mill. They are taking a chance that this will to- 
gether with our aid create sufficient well-being that India won’t go 
Communist. That is a chance that they take. They risk having 
an economy which is not now Communist and might never be and they 
contribute to it not becoming Communist. 

There has been a theory widely discussed that communism thrives 
upon poverty and chaos. I am not too sure I subscribe to that. Per- 
haps the more dangerous period is when the country is beginning to 
make advances and it is beginning to have some of the modern con- 
veniences and modern “blessings”, using that word in quotes—I don’t 
know whether they are blessings or not but they are considered so by 
many people—and that is when it becomes Communist. 

I am quite convinced that it is bad policy to take the attitude and 
say “We are not going to do it but we don’t want anybody else to 
do it. You stay the way you are. Do without the Aswan Dam. Do 
without this and that.” 

Also the Aswan Dam will put some strain on the Russian economy. 
It will divert some of their energies to the Aswan Dam rather than 
to more missiles, won’t it ? 

Mr. Sarrertuwatre. I am just not in a position to give you an 
adequate answer. I don’t believe that our attitude has necessarily 
been that of a dog-in-the-manger in many of these instances. But 
of course, we are speaking of areas with which, except for Guinea, 
I am not immediately concerned. 

The CHarrman. Weren’t we very slow in recognizing Guinea and 
sending an Ambassador there? 

Mr. Satrertuwaite. Yes, it took us 1 month to recognize Guinea 
which we did on November 1, 1958. 

We opened an embassy on the 14th of February and we did not get 
an Ambassador there until some time later. But in the meantime 
we had supported Guinea’s membership in the U.N. 

The CuatrMan. What about the Cameroons? Have we recognized 
them ? 

Mr. SATTerTHWAITE. Yes, sir. 

The Cuatrman. Do we have an Ambassador there ? 

Mr. Satrertuwaite. The President will be sending you a nomina- 
tion next week I hope. We have a Chargé d’Affaires ad interim there 
at the moment. 

The Cuarrman. I hope it is a qualified career officer. 

Mr. Sarrertuwaire. I trust you will be pleased with the appoint- 
ment. 

The Cruarrman. If he is a qualified career officer I will be. 
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MOROCCO BASE SITUATION 


We have been giving Morocco quite a lot of money. 

What is the status of our bases there? Have they not requested 
us to vacate those bases ¢ 

Mr. SaTrerTHwaitTe. Yes, and we have reached an agreement to 
vacate as of the last day of 1963. This agreement was reached by 
the President in December when he met with the King. 

That gave us a little more than a four year period in which to 
phase out our activities, but during which period we have the use 
of the bases. 

The Cuarrman. How much did we invest in those bases ? 

Mr. Sarrertuwatte. Some $450 to $500 million, I believe. 

Admiral Grantuam. That is about right. 

The CuarrmMan. What will happen to them when we leave them ? 

Mr. Sarrerruwatre. This is not quite clear yet. In general we will 
turn them over to the Moroccans, but the land on which these bases 
are built is considered by the French to belong to the French Gov- 
ernment in some cases at least. 

The Cuatrman. | Deleted. | 

We gave them a loan the other day I believe of $40 million, about 
2 weeks ago. 

Mr. Satrrertuwaire. Sir, that is part of this year’s, the 1960 pro- 
gram. 

The Cuarrman. And how much are you going to give them next 
year ? 

Mr. Sarrertuwatte. { Deleted. | 

The CuarrmMan. Was the $40 million a loan? 

Mr. SatrertHwalte. Yes, sir. 

The CuarrMan. Repayable in local currency ? 

Mr. Sarrertuwaite. I believe so, but I am not sure. 

Mr. Gorvon. That is right. 

Mr. SarrertuwattTeE. Part of it at least. 

Mr. Gorpon. Of the $50 million in 1960 [deleted }. 


VOLTA PROJECT IN GHANA 


The CHairman. This Volta project in Ghana apparently has be- 
come in the eyes of Nkrumah about the same as the Aswan Dam was 
to Nasser. I think they still expect us to do something about it. 
What is the policy, the attitude of the Department on that? 

Mr. SarrerrHwaite. Our Government is doing everything it can to 
help with this project. The present plan is that a consortium of the 
principal American aluminum companies will finance the aluminum 
project, in other words, the construction and the establishment of a 
smelter. This is an essential element for going forward with public 
financing for the construction of the dam itself, the cost of which is 
considerably less than was originally anticipated. 

The Cuarrman. About what is involved in the Volta River project ? 

Mr. Sarrertuwatte. Could I ask Mr. Dolgin to comment ? 

The Cuarrman, Certainly. 

Mr. Dotain. The first phase is about $160 to $180 million. 

The Cuamman. How many phases are there? 
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Mr. Dotern. There are about three steps; the first comprises the 
dam itself which we estimate would run approximately $160 to $180 
million, not counting the smelter, which the aluminum companies 
would finance out of their own resources. 

The Cuatrman. Would the $160 million complete the dam ready 
for power? Would that include installation ? 

Mr. Dorern. So far as I know now, sir, it would. 

The CuatrMan. Would it include the generators? 

Mr. Doren. Do you know, Mr. Gordon ? 

Mr. Gorpon. I believe so. The World Bank is looking at it now. 

The Cuarrman. You have the belief at present that this can be 
worked out and that we will play a part in it; is that right ? 

Mr. SatrertHwaite. We hope so very much. 

The CuarrmMan. [| Deleted. | 


SOMALILAND 


Now a word about Somaliland. Is it likely that British Somaliland 
will be linked into the newly independent Somalia? Is that in the 
future ? 

Mr. Sarrertuwaire. It may be. It is difficult to see how it can be 
otherwise once the British grant a substantial amount of autonomy, 
which they are in the process of doing. 

They indicated in March of last year that they had to contemplate 
this possibility, and would in fact be prepared to facilitate it if that 
was the desire of the Somali leaders of the British Protectorate. This 
does not, however, mean that the British favor what is called Greater 
Somalia, which would include the very large number of Somalis liv- 
ing in the eastern province of Ethiopia, in French Somaliland and in 
northern Kenya. 

The Cnairman. | Deleted,| It struck me as being quite unrealistic 
unless of course they become a base for the Communists to operate 
against Ethiopia. 

But here again if Russia is giving $100 million to Ethiopia and it 
is used wisely to strengthen Ethiopia, it seems inconsistent to encour- 
age Somaliland to attack them. 

Mr. SatrerrHwatre. This is another example of the emotional im- 
portance of problems throughout the world, in spite of their complete 
illogicality. | 

FUTURE NEW NATIONS IN AFRICA 


The Cuatrman. This is rather speculative. How many independ- 
ent African nations will there be as you foresee it within the next 3 
or 4 years ? 

Mr. Sarrertuwaite. You have posed a problem that nobody can 
answer with precision. 

The Cuarrman. What is your best guess? 

Mr. Satrerruwaite. We now have 11 independent countries in 
Africa. Weare presumably getting a minimum of six more this year. 
There are certain countries we expect to be independent such as Sierra 
Leone, Tanganyika, Uganda, and Kenya. From there on you have 
to guess. What is going to aappen to the Federation? Is it going to 
divide up into three countries ! . 
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The CuatrmMan. You mean Nyasaland and Rhodesia? 

Mr. SatrertHwatte. Rhodesia and Nyasaland. There are other 
areas which could break up but which we certainly hope will not. 

Much will depend on what happens to former French Equatorial 
Africa. We had the good word out of Paris yesterday morning that 
there is an apparent agreement for the four states of former French 
Equatorial Africa at some time to have a union of a kind which I 
would trust would mean only one membership in the United Na- 
tions. And I would hope that conceivably, since we already have 
the Federation of Mali, that maybe the remaining territories of former 
French West Africa might unite into at most three independent 
countries. 

The CuHarrman. Would it be safe to say there are likely to be 25 
in the next 3 or 4 years altogether? 

Mr. Satrertuwaire. I think you could safely put a few cents on 
that. 

FUTURE AFRICAN NATIONS’ INFLUENCE IN THE U.N. 


The Cuarrman. What is going to be their impact of influence in the 
United Nations? 

Mr. SarrertHwaite. That remains to be seen. 

The Cuarrman. I know, but I want your guess. You are an ex- 
pert in this. We don’t know as much about it. What do you think 
will happen? Iam not going to hold you down to it if it doesn’t turn 
out exactly that way. 

Mr. SatrertowairTe. Well, I think that as long as we have a feel- 
ing on the part of the African countries that the greatest problem still 
in Africa in colonialism, the tendency on the part of the African mem- 
bers of the U.N. will be to vote as a unit on all problems which they 
think in any way impinge on their own African problems. 

Senator Lauscue. They will do what? They will vote against the 
United States. 

Mr. SatrertHwaitTe. No; I didn’t say that, but that is what it re- 
sults in on some occasions. Certainly on any problem to which they 
see a colonial angle. If by any happy chance we could get the Al- 
gerian problem settled, since that in their eyes is the greatest symbol 
of colonialism, I think that many of the African countries would in- 
deed support the West and the United States on many of our vital 
problems. 

Senator Lauscnr. This would seem to me to be an argument again 
for taking a more multilateral approach if they are so sensitive to 
colonialism, if we are going to do anything there. 


SOVIET MODE OF OPERATION 


Based upon your experience, what would you say is the mode of 
operation of the Soviet in going into areas and giving aid ? 

I now have in mind that they have gone into Ethiopia, into Guinea, 
into Cuba. What is their modus operandi about moving in? 

Have you given thought to that? That is, when you see a prob- 
lem and you know what it is, based upon past pattern, what do you 
expect of the Soviet? | 
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Mr. SatrertHwatre. Unfortunately they have shown themselves all 
too efficient in the case of Guinea. N ow where they moved into the 
southeast Asian countries I think they made a lot of mistakes. Their 
programs in some cases certainly have not been very successful. 

But here in Guinea they found a 

Senator Lauscur. A vacuum. 

Mr. Satrertuwarre. A vacuum, and they showed great ingenuity 
and resourcefulness in moving in and filling that vacuum. I don’t 
have to tell you that they don’t have to consult anybody except the 
bosses. 

The Cuarrman. They don’t have to go through Congress, do they ? 

Senator Lauscue. I ask would it be safe to say that, No. 1, in 
their mode of operation they wait to see where there is a fertile 
ground, discontent, a vacuum, and they move in ? 

They moved that way into Egypt I take it. 

Mr. Satrertuwarrte. Sir, I am not qualified to speak there, but ob- 
viously this got involved in world power politics, and Nasser in fact 
invited them in when he didn’t get what he wanted from the West. 

Senator Lauscue. They moved into Cuba because they thought 
there was fertile ground, and they have given—what is it—a $500 
million 

The Cuatrman. No; $100 million. 

Senator Lauscue. $100 million line of credit and bought $500 mil- 
lion worth of sugar. 

The Cuarrman. No; 1 million tons for five years. 

Senator Lauscue. Why have they moved into Ethiopia? 

Mr. Satrertuwaire. It is a very sensitive part of Africa. It is the 
Horn of Africa where they, I am sure, can see great possibilities for 
disruptive tactics. And furthermore they have had an interest in 
Ethiopia for many years, going back to the old imperialist Russia 
when they established a hospital there. They have a certain senti- 
mental interest as well as political interest there. [ Deleted. | 

But so far as the Ethiopians are concerned, they have not shown, in 
spite of the line of credit, that they have any intention of giving them 
too much hope. 

Senator Lauscue. That is all I have, except for some information on 
military manpower strengths of NATO countries and the Soviet bloc 
and gross national product and per capita income of Europeon coun- 
tries and Greece and Turkey that I would like furnished for the 
record. 

(The information referred to is as follows:) 








STATEMENT ON MILITARY MANPOWER STRENGTHS OF NATO COUNTRIES AND OF 
THE Soviet BLoc 


At the close of the Mutual Security Program hearings of the Senate Foreign 
Relations Committee on March 24, 1960, Senator Lausche requested Assistant 
Secretary Kohler to provide figures on the military manpower strengths of 
NATO countries and of the Soviet bloc. The detailed figures collected in response 
to Senator Lausche’s request are necessarily classified. The following summary 
information may be regarded as unclassified, if it is desired to include it as part 
of the published record. 


Millions 
Soviet bloc forces excluding Communist China_...........-----.-_---.-- 5.8 
PU, REESE TITIEOE UU, BONO tcc cccmnmncmcnmecosocecunae 5.9 
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Gross national product and per capita income of Huropean countries, Greece and 
Turkey 


[Estimated figures, 1959} 





GNP | Percapita GNP |Percapita 
GNP GNP 
Millions Millions 

CR is cacti aia aaneaieaiae $5, 110 Ue ciniciinciccitntenmeea Sune $4, 060 $1, 141 
Belgium-Luxembourg. .....-- 12, 050 are Bt Ec nncaaodwaitiotiumaadad 2, 150 238 
TT i ciunnackaignutctihbats 5, 270 Le Se te eo iiddceccoeenanuel 8, 990 301 
NI ar insseiascnin tated cassia pa earned 48, 290 1,074 || United Kingdom--_--...--.--. 65, 7 1, 262 
NIE is isialcihininiciadeeiemieilisens 55, 690 if 1 eee. 4, 190 227 
 * Se 217 Bae ie Ss adi ose canasanien 2, 970 345 
RE ed atin healmamaked 27,970 it hk =e 3, 950 148 
TEER cincddcpceasanncss 10, 030 884 || United States................| 441,700 2, 500 





The Cuarrman. I think we had better adjourn the meeting. 
(Whereupon, at 4:30 p.m. the hearing was recessed, to reconvene at 
10 a.m. Friday, March 25, 1960.) 
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FRIDAY, MARCH 25, 1960 


Unirep Srates SENATE, 
CoMMITTEE ON ForeiGN RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room I-53, 
U.S. Capitol Building, Senator J. W. Fulbright (chairman) pre- 
siding. 

Pause: Senators Fulbright, Green, Sparkman, Mansfield, Morse, 
Gore, Lausche, Hickenlooper, Aiken, Carlson, and Williams. 

Also present: Avery F. Peterson, Deputy Assistant Secretary for 
Far Eastern Economic Affairs; Robert ©. Yost, Bureau of Far 
Eastern Affairs; James R. Fowler, Regional Coordinator for Far 
East, Office of Deputy Coordinator of Mutual Security; Richard 
Barnebey, Office of Deputy Coordinator of Mutual Security ; Thomas 
K. Wright, Director of Office of Near Eastern and South Asian 
Affairs; Carter Hills, Office of the Deputy Coordinator of Mutual 
Security; Ben H. Brown, Office of Congressional Relations, all of 
the Department of State. 

Adm. E. J. O’Donnell, Director, Far East Region; Col. Victor 
King, Defense Coordinator for Military Assistance Program Con- 
gressional Presentation; Capt. Charles Wayne, USN, Far East; Gen. 
W. B. Palmer, Director of Military Assistance; Adm. E. B. 
Grantham, Jr., Regional Director, Near East, South Asia, and Africa ; 
Col. Edwin V. Sutherland, Assistant for Near East and South Asia; 
Gen. Joseph F. Carroll, Inspector General, Air Force; Benjamin 
Forman, Assistant General Counsel (International Affairs), Office 
of Secretary of Defense; and Col. William Curtain, in Charge of 
io Affairs; all of the Department of Defense. 

Ivin Roseman, Regional Director, Office of Far Eastern Opera- 
tions; Miss Helene Gansby, Chief of Far East Program Staff; A. J. 
Quinn, Chief, Program Budget Branch; John B. Robinson, Planning 
Officer, Office of Deputy Director for Program and Planning; Leland 
Barrows, Regional Director, Office of Near East and South Asia 
Operations; W. Carter Ide, Chief, Near East and South Asia Pro- 
gram Staff; Guilford Jameson, Office of Deputy Director for Con- 
— Relations; and John R. Mosler, Chief, Budget Division, 

fice of the Comptroller; all of the International Cooperation 
Administration. 

The CuHarrmMan. The committee will come to order. I expect some 
other members to come shortly, Mr. Jones, but I think we had better 
start and get your formal] statement into the record. 

This morning we are to consider the MSA program in the Near East 
and South Asia. The principal witness is Mr. Lewis Jones, Assistant 
Secretary of State for Near Eastern and South Asian Affairs. He is 


265 os Si 








266 MUTUAL SECURITY ACT OF 1960 


accompanied by representatives of the ICA and Defense competent to 
discuss their programs in this area. 

Also present is Lt. Gen. Joseph F. Carroll, Director of Inspection 
Services of the Air Force. During the hearing on Wednesday ques- 
tions were raised regarding black market operations in Turkey. In 
view of the fact that a number of questions remained unanswered and 
the fact that several members desired to explore this subject further, 
I asked that the Department of Defense have present the individuals 
competent to answer questions on this subject. Before considering 
the situation in Turkey, however, I believe it would be well if Assist- 
ant Secretary Jones were to present the overall picture of the aid 
program in the Near East and South Asia. Mr. Secretary, will you 
proceed ? 


STATEMENT OF HON. G. LEWIS JONES, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN AND SOUTH ASIAN AFFAIRS 


Mr. Jones. Mr. Chairman, may I know your pleasure, sir, as to 
whether I should read the full statement that I have or insert it in 
the record and summarize it ? 

The CuatrmMan. I think perhaps it is well to read it. I don’t think 
it is too long. Do you think you could summarize it without losing 
any of its value? 

Mr. Jones. I believe, sir, that if I read it in its entirety it would 
make the picture clearer. 

The Cuarrman. I thinkso. You go ahead. 

Mr. Jones. Since this is the first time that I have appeared before 
this committee, I would like to say that I am honored to be here. 

Through the years the Congress has provided funds for the Mutual 
Security Program. Asa career Foreign Service officer who has served 
in the Near and Middle East, it has been my privilege to observe at 
first hand the operation of the Mutual Security Program. 


THE PRESIDENT’S AND SECRETARY OF STATE’S EMPHASIS ON MUTUAL 
SECURITY 


The broad outlines of the Mutual Security Program have been set 
forth by the President, Secretary of State Herter, and Under Secre- 
tary Dillon. 

In his message of February 16, the President emphasized the need— 
for steadfast, undramatic and patient persistence in our efforts to maintain our 
mutual defense while looking to find solutions for the problems which divide the 
world and threaten the peace. 

The following day Secretary Herter used the phrase “vital to our 
security and an indispensable instrument of our foreign policy” in 
describing the Mutual Security Program. Both the President and 
Secretary Herter stressed the needs and demands of free people for 
economic security and a decent standard of living. 

They noted the force generated by the deep desire and determina- 
tion of underdeveloped peoples to improve their lot. Mr. Herter said: 

In these circumstances it is clear that if the appeal and pressure of com- 
munism are to be resisted it is essential that there be a choice available to these 


nations—an alternative to communism which is more than the preservation of 
the status quo. 
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AREA PROBLEMS AND UNITED STATES OBJECTIVES 


In my area of responsibility, gentlemen, there is a goodly share of 
the peoples of the world aspiring to remain free while confronted by 
limited resources and the blandishments offered by masters of the 
Communist world. 

Fifteen nations are involved, differing widely in many respects but 
having in common one thing—the desire to remain free from outside 
control and to choose their own way of life. Some of these countries 
have enjoyed independence for centuries, others achieved independ- 
ence only since World War II, but all want to stay independent. 

Upon all of these countries the United States has had, since World 
War II, a profound influence—economically and politically. This in- 
fluence has been an influence for good. The American people have 
helped to a great degree to establish the climate of relative calm and 
stability in which these countries are progressively working out their 
destinies. 

The U.S. contribution has taken the form of both military and eco- 
nomic assistance. In addition to the mutual security programs—ad- 
ministered through the Department of Defense, ICA, and the DLF— 
assistance has been extended under Public Law 480 and through the 
Export-Import Bank. 

For fiscal year 1961, we are requesting $457.9 million in military 
assistance funds and $345.3 million in economic assistance other than 
the DLF for the Near East and South Asia regions. This request in- 
cludes contributions to UNRWA and UNEF. This proposal of 
$803.2 million represents an increase of $203.1 million for military 
purposes and a reduction of $15 million for economic assistance from 
the estimated 1960 program. 

The Cuatrman. Before you go on, may I ask about these figures 
that you just mentioned—those are the differences in the requested 
programs, not necessarily in deliveries; is that correct ? 

Admiral Granruam. That is correct. For fiscal year 1960 the de- 
liveries were higher than the program. 

The Cuarrman,. In other words, the deliveries may well have been 
higher than the actually requested program ? 

Admiral Granruam. That is right. 

The CratrmMan. Go ahead, please. 


INCREASED CONTRIBUTIONS FROM OTHER INDUSTRIAL NATIONS 


Mr. Jones. Our presentation this year reflects several new themes 
and changes of emphasis. Firstly, South Asia is receiving special at- 
tention in the form of increased loans for economic development in 
that area and substantial contributions to the financing of the Indus 
waters project. I shall return to these subjects later. 

A second major theme of our presentation is the expectation that 
increased contributions to the countries of this region will be forth- 
coming from certain advanced European countries and Japan, i.e, the 
United States will not be alone or nearly alone in extending assistance. 

Under Secretary Dillon has already outlined the consultations 
which have occurred on this subject. Turkey has received substan- 
tial assistance from the OEEC countries; Greece has received signifi- 
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cant credits from Germany; certain Commonwealth countries and 
Germany are joining with the United States in the planned financing 
of the Indus waters project; consultations are currently underway 
regarding increased aid to India and Pakistan by other nations. 

We feel, therefore, that our proposals are responsive to many of 
the thoughts expressed by this committee in former years: that we 
encourage increased contributions from the improving economies of 
the more developed nations; that we concentrate assistance where it 
can be most effectively utilized; that we administer aid in such a way 
as to help reduce tensions between free world countries; and that we 
encourage increased regional cooperation. 


UNITED STATES SETS AN EXAMPLE FOR POLITICAL AND ECONOMIC PROGRESS 


Our political contribution is that we have set an example of a 
nation whose people have found a way to live in freedom under law 
and who at the same time are prepared to work with and help those of 
a like mind and purpose to achieve the same thing. Our unswerving 
support for the principles of the United Nations Charter is part of 
this contribution. 

The people of the underdeveloped areas do not give their trust 
readily but they are coming increasingly to realize that when we 
speak of the dignity, rights, and liberties of the individual man, we 
are not using the hollow words of propaganda: We mean what we say. 

The American people have achieved stature in the world by stead- 
fastly and unselfishly supporting a careful, experience-proven assist- 
ance program during the past decade or more. This enlightened self- 
interest on the part of our people is prompted by their desire to secure, 
in company with other free peoples, the peaceful world upon which 
so much depends. The knowledge abroad that we propose to hew un- 
falteringly to this course is a psychological asset of the greatest im- 
portance, 

Compared to the situation which existed after World War II the 
countries of the area for which I have some responsibility have all 
made progress. 

Lately the rate of progress in some countries has been considerably 
accelerated, thanks in important measure to the vital margin of addi- 
tional resources made available through U.S. aid programs. 

This is no time for us to relax. If we did so this would be in- 
terpreted abroad by our enemies as a display of lack of faith in the 
future of the countries concerned and in the hope of their some day 
achieving economic and social development. 

We should remember that U.S. aid is more than dollars and surplus 
commodities; it symbolizes to recipient countries U.S. faith that the 
receiving country has the capacity to achieve better things. Our aid 
gives rise to greater determination and greater efforts by the recipients. 


ARAB-ISRAELI RELATIONS——-PLIGHT OF REFUGEES 


In the year since my predecessor appeared before you, there have 
been both good and bad developments in the Near East and South 
Asian area but, fortunately, they have been more on the good side 
than on the bad side. 
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On the bad side Arab-Israeli tensions continue to exist although no 
major military clashes took place during the past year. 

A most important element of this many-faceted problem continues 
to be the care and future of the Palestine refugees. We would be 
deluding ourselves were we to say that there is any hope for an early 
solution for this problem. Despite the efforts of the United States 
which have been consistent if not always obvious—and despite the 
equally sincere efforts of other members of the United Nations— 
neither the Arab States nor Israel have shown the degree of willing- 
ness to negotiate or compromise which is necessary to insure a peace- 
ful and lasting settlement of this problem. 

The United Nations debated the Palestine refugee problem at some 
length during late November and early December. 

Much of this debate centered around the continuation of UNRWA 
as the agency providing relief and rehabilitation assistance to the 
refugees. 

In the course of that debate, the United States stressed that ac- 
tion limited to the mere extension of UNRWA after June 30, 1960, 
was not, in its view, a satisfactory way to serve the long-term interests 
of the refugees. 

The General Assembly, on December 19, 1959, finally adopted reso- 
lution 1456 which extended UNRWA for a period of 3 years to be 
reviewed at the end of 2 years. 

The resolution also called on the United Nations Palestine Con- 
ciliation Commission to explore the possibilities of repatriation and 
compensation, and urged host governments to take steps to rectify 
refugee relief rolls. 

Since there was clearly no acceptable alternative to the extension 
of UNRWA, the United States voted for this resolution. 

Had UNRWA gone out of existence, this would have created seri- 
ous internal security problems for all of the Arab host governments 
and would have been a blow to the general stability of the Near East 
adversely affecting the security of Israel. We regard the resolution 
as a modest but distinct step toward breaking the impasse that has 
so long obtained on the Palestine refugee problem. 





REQUEST FOR U.S. CONTRIBUTION TO UNRWA 


The Congress is accordingly being asked to authorize $18.5 million 
in new money and permit the reappropriation of $6.5 million unused 
funds as the U.S. contribution to UNRWA for the continued care of 
the Palestine refugees. As in past years, we do not envisage that our 
contribution will exceed 70 percent of total government contributions 
to UNRWA. 

The executive branch is requesting that the earmarking of any part 
of these funds specifically for repatriation or resettlement not be in- 
cluded in the legislation this year. There are two main reasons for 
making this request. The first and obvious one is that the require- 
ments for assistance to refugees will continue at the same or a higher 
level during the forthcoming years. 

A 10 percent earmarking of the $25 million fund would place the 
U.S. delegation at the next General Assembly session in a position of 
having to pledge less than it has for the past 3 years. 
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Were we at all hopeful that other nations would increase their con- 
tributions, a reduction in the amount pledged by the United States 
might be warranted, but such a development is not now in prospect. 

The Palestine refugees and the Arab host governments would in- 
terpret a reduction in the U.S. contribution as an effort to force a 
settlement of the refugee problem through financial pressure. This, 
in our best judgment, would run counter to our continuing efforts to 
progress toward solving this problem. 

A second consideration which warrants the attention of this com- 
mittee is that the specific earmarking of funds in the past has not pro- 
duced the desired results. There is no immediate prospect that any 
Arab host government will be prepared to cooperate in the use of such 
funds for repatriation and resettlement purposes unless and until it is 
satisfied that the refugees’ rights have been fully protected. 

The fundamental right as the refugees see it, and as has been con- 
sistently and specifically reconfirmed by the United Nations, is that 
they should be offered the option of choosing between repatriation or 
compensation. This option is something which Israel and the Arab 
host governments themselves must primarily assure. Our role is to 
assist them through the United Nations towards the resolution of this 
problem. 

ISRAELI-ARAB BORDER TENSIONS 


During most of 1959, the frontier areas between Israel and its Arab 
neighbors were relatively quiet. Some incidents, however, did occur 
in the demilitarized zone south and east of Lake Tiberias late in Jan- 
7 1960. 

AR troops subsequently moved to the Sinai area in what was de- 
scribed as defensive precautions. [Fortunately the upsurge in tension 
caused by these developments appears now to be subsiding. In our 
view, both sides should continue to cooperate fully with the United. 
Nations and its subsidiary organizations, the United Nations Troop 
Supervisory Organization (UNTSO) and the United Nations Emer- 
gency Force (UNEF). 

The diligent service of these U.N. units is in large measure respon- 
sible for monitoring and controlling border tensions. The United 
States continues to contribute able officers to UNTSO and to render 
substantial financial and logistic support to UNEF. 


SUEZ CANAL—PROBLEM OF FREEDOM OF TRANSIT 


A particularly difficult and continuing problem in Arab-Israeli re- 
lations is the question of the restrictions imposed on the transit of 
Israeli ships and cargoes through the Suez Canal. 

The United States has consistently maintained its support for the 
principle of freedom of transit through Suez. In addition to our- 
selves, some 23 other states made statements in support of this prin- 
ciple during the recent United Nations General Assembly. 

e continue to believe that the United Nations channel] affords 
the best prospect for achieving progress on this problem and are ac- 
tively supporting the Secretary General’s endeavors. 

It is our hope that his efforts to achieve a solution between the 
parties directly concerned will be brought to an early and successful 
conclusion. 
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As Secretary Herter pointed out during his remarks on this subject 
at the last United Nations General Assembly : 


If those immediately concerned seek to reconcile their differences in a spirit 
of mutual accommodation, progress can be made toward a solution. 


ASSISTANCE TO JORDAN 


During 1959 the United States continued to manifest its friend- 
ship for Jordan by extending substantial economic assistance. With 
its present resources, Jordan is not a viable economic entity. Assist- 
ance under the Mutual Security Program, the UNRWA refugee re- 
lief program, and, on a smaller scale, from the Government of the 
United Kingdom, have assured its continued existence. 

In this way, funds voted by your committee have contributed sub- 
stantially to preserving the political stability and the development 
of the economy of this small but strategically located country. 


HOPEFUL RESULTS OF AID PROGRAM—INCREASED STABILITY OF RECIPIENT 
NATIONS 


Having spoken of the debit side, 1 would like to mention some fav- 
orable evidence which has developed during the past year which indi- 
cates that the climate of increasing stability, in part engendered by 
our aid efforts in collaboration with those of our allies and with the 
state concerned, has begun to pay off. 

Last year Mr. Pilcher asked cogently, “Have we more friends than 
10 years ago?” 

I think that the number of our friends has increased to a note- 
worthy extent in the past 12 months. For this the President’s trip 
last fall made a great contribution—particularly in India and Pak- 
istan—but there were other reasons which contributed to the enhance- 
ment of our prestige. 

The invitation to Mr. Khrushchev to visit the United States was 
seen as a gesture evincing our moral st eee display of willing- 
ness on our part to discuss East-West differences without compro- 
mising our own position or that of our allies. 

The fact of our prompt withdrawal from Lebanon—bills paid and 
leaving friends behind—increasingly was appreciated as giving the 
lie to those who talk about the “imperialist designs” of the United 
States. 

The most striking development of all was the India-wide reaction 
to the incursions of the Chinese Communists which, coupled with 
the President’s visit, caused many Indians to see their international 
position with new and clearer eyes. 





PROGRESS OF GREECE AND TURKEY 


As regards Greece and Turkey, the outlines of the Cyprus agree- 
ments which were worked out at Zurich and London just about a year 
ago have permitted a real strengthening of the relations between 
those two countries and their, and our, NATO ally, Great Britain. 

Although these agreements are not yet fully consummated, they 
mark a significant development in Greek-Turkish relations and hence 
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a contribution to the peace and tranquility in the eastern Mediter- 
ranean. 

Economically both Greece and Turkey have made progress. 
Turkey’s stabilization program, which was instituted with interna- 
tional cooperation over a year ago, is still moving forward. 

Greece is currently endeavoring to formulate a much-needed devel- 
opment program. 

Since the economies of both of these NATO countries are still un- 
able to bear the cost of necessary defense, it is planned to continue 
to each some defense support assistance although its scale is slightly 
reduced. The hope of the situations in Greece and Turkey has caused 
other European countries to become actively interested in partici- 
pating in the economic development programs of Greece and Turkey. 

Applications of both countries for an appropriate relationship with 
the developing economic institutions of Europe are being sympatheti- 
cally considered by the more developed countries of the European 
community. 

CENTO DEVELOPMENTS 


In the last year three of the countries of the area—Turkey, Iran, 
and Pakistan—all members of the Central Treaty Organization or 
CENTO, the new name for the Baghdad Pact, continued their efforts 
to provide for their collective security through united action. 

We plan to continue giving CENTO our close support through 
economic activities designed to further the trend toward greater re- 
gionalism. The CENTO area’s critically inadequate internal com- 
munications—rail, road, and telecommunications—are being improved. 
We are also complementing our bilateral agreements by giving tech- 
nical assistance to activities which can be more effectively carried 
out through regional action. 

Iran under the leadership of the Shah continues to be important to 
free world and United States security interests. Despite a hostile and 
abusive propaganda campaign conducted by the Soviet Union and 
its allies starting in 1959 and despite Soviet threats, Iran has refused 
to renounce its agreements with the free world and has continued to 
maintain common cause with the other free nations of CENTO and 
with the United States. 

Tran has made headway during the past year in a number of eco- 
nomic fields and is currently at the half-way mark in a major 7-year 
economic development program. In addition, with United States 
help, it has improved its armed forces. Recently there has been a 
disturbing inflationary tendency with which the Iranian Government 
is attempting to deal. 


SITUATION IN SOUTH ASIA 


We are placing special emphasis on South Asia in an effort to con- 
centrate our resources on a vital area of the world, whose countries 
have notably demonstrated a will and a capacity to help themselves. 

This is in accord with the report of this committee last year, which 
stressed the need to maximize development assistance where it could 
be most effectively utilized. 

Afghanistan, with its long frontier with Russia, continues to be a 
target of Russian expansionism. The Sino-Soviet economic military 
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assistance and cultural offensive, which began in 1954, started with 
a program in Afghanistan which now looks incre asingly to the 
U.S.S.R for both trade and aid. 

Afghanistan desires to maintain its independence and remain free 
of the political or economic domination of any country. We hope 
that Afghanistan will be able to achieve this. The funds requested 
for Afghanistan i in fiscal year 1961 will enable us to carry forward 
certain essential projects begun in prior years. Particular emphasis 
is being placed on transportation and education. Afghanistan’s re- 
lations with Pakistan continue to be strained as a result of a dispute 
regarding the status of the Pushtu-speaking tribes on both sides of 
the Pakistan-Afghanistan border. 


SITUATION IN PAKISTAN 


As a member of both CENTO and SEATO, Pakistan maintained 
its solidly anti-Communist policy and at the same time made economic 
progress. It remains clearly in the U.S. interest to maintain our 
support for the independence of our stanch ally Pakistan by enhancing 
Pakistan’s economic and military strength. 

Pakistan is a good example of the way we can cooperate through 
the Mutual Security Program with a strong and friendly government 
and can advance the interests of both by contributing to the achieve- 
ment of economic development, defensive military strength and po- 
litical stability. 

Pakistan continued to accord our policies its cooperation and sup- 
port. In 1959 Pakistan, under President Ayub Khan, consolidated its 
internal position, instituted reforms, checked inflation, and improved 
Government operations and fiscal management. 

An export incentive scheme and effective restrictions on imports 
helped reduce a serious adverse balance of payments. Large land 
holdings in West Pakistan are being redistributed among landless 
peasants, and incentives to agricultural production are being adopted. 

Important advances were made during the past year toward reduc- 
ing Indian-Pakistan tensions. The two countries made progress dur- 
ing the year toward solving some of their differences, including 
frontier problems and appear on the threshold of an agreement re- 
garding the use of the waters of the rivers of the Indus Basin. 


SITUATION IN INDIA 


The people of India continued their efforts to make economic 
progress and pushed ahead with their program of economic develop- 
ment designed to double the per capita real income of the Indian 
people in the 25 years 1951-76. This developmental effort is within 
the framework of a series of 5-year plans, the third of which is to 
begin April 1, 1961. 

US. aid for India in all its forms clearly promotes the U.S. political 
objective of insuring through economic progress the continuation of 
democratic institutions and the basically friendly orientation of the 
Indian people toward the West. 

The success of the development efforts of the democratic Govern- 
ment of India will demonstrate not only to the people of India but 
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to those of other countries of Asia and Africa, who are closely watch- 
ing the respective efforts of India and Communist China, that such 
a government is capable of obtaining the desired results; that essen- 
tial economic progress can be achieved through democratic institu- 
tions and with the preservation of human freedoms. 


INDUS WATERS PROJECT 


Since the partition of India in 1947, one of the two major dis- 
putes which have embittered relations between India and Pakistan 
has involved the use of the waters of the Indus River system. 
Throughout all recorded history the Indus Basin has been the bread- 
basket of Punjab and undivided India. During the two centuries 
of British rule a vast network of irrigation canals was installed which 
made this the greatest irrigation system in the world. 

The present dispute arose from the fact that the border demarca- 
tion between India and West Pakistan cut across the six major rivers 
of the Indus River system, giving control of the upstream waters 
of those rivers to India. India wished to expand its use of these 
waters; Pakistan was fearful that its supply of these waters might 
be cut off or seriously curtailed by Indian action. 

The two Governments started negotiating under auspices of the 
International Bank for Reconstruction and Development in 1952, and 
in the summer of 1959 agreement in principle was finally reached on 
a Bank plan designed to insure the supply of water to both parties. 

The two Governments are now engaged in negotiating a definitive 
water treaty. The Bank is hopeful that within 2 months India and 
Pakistan may be able to agree on all outstanding points. Construc- 
tion of the system of works proposed by the Bank will require about 
10 years and cost on the order of the equivalent of $1 billion. 

Together with Australia, Canada, Germany, New Zealand, and the 
United Kingdom, the United States proposes to participate in the 
international financing plan which the World Bank will administer. 

The contribution proposed by the Bank for the United States con- 
sists of $177 million in grant aid, $103 million in loans, and $235 mil- 
lion in local currencies to be derived from the operation of various 
U.S. programs in Pakistan. 

Subject to future appropriations, the Government of the United 
States proposes to assist this project financially not only because it 
would lessen tensions between India and Pakistan but also because 
of our interest in furthering cooperatively a project upon which will 
depend the future welfare of some 40 million people living in the 
Indus Basin. When completed the entire system of works will be by 
far the largest integrated irrigation project in the world. 

I consider that the solution of this serious issue will constitute a 
major step forward in promoting peace in the area and that the co- 
operative contribution to the cost of the program on the part of the 
other countries is an ideal way to finance the solution the World Bank 
is proposing. It is important to the success of the Bank’s solution, 
however, that the Congress should grant the President’s request for 
flexibility in the application of regulations normally applied to bi- 
lateral programs. 
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MILITARY AID TO AREA 


The strong defensive posture of the Greeks, Turks, Iranians, and 
Pakistanis vis-a-vis the Communist world is no artificial creation. 

These countries have had a long experience with their neighbors 
to the north and east and even if no free world aid were available, 
they would strain their resources to maintain what they consider they 
need in the way of defense forces. 

They are stalwart, resolute people who share our detestation of Com- 
munist imperialism and with whom our mutual defense arrangements 
are practical and meaningful. 

This built-in attitude suits our own defense requirements but, just 
as we cannot do at home, we cannot permit defense requirements to 
wreck the economies of our friends. We try to achieve a balance in 
our aid between military and economic aid. 

Our military assistance effort in this region is used to strengthen 
the free world collective security system. Our expenditures, both in 
effort and substance, are therefore direct contributions to the security 
of the United States. 

All but 2 percent of our military assistance program for this region 
is devoted to the support of military forces in Greece, Turkey, Iran, 
and Pakistan. These countries are members of, and major contribu- 
tors to, one or more of the defense organizations of NATO, CENTO, 
and SEATO. 

The success of our military assistance to Greece in her hour of trial 
in 1948 was spectacular. We have reason to believe that our military 
assistance to other countries has been equally successful if less spec- 
tacular. 

It is not by chance that these countries so close to the power center 
of international communism in the Soviet Union have failed to suc- 
cumb to Soviet threats and blandishments. 

We are requesting $457.9 million for fiscal year 1961 to be devoted 
to military assistance. We feel that this sum is required to maintain 
the momentum of our military assistance program and that the ap- 
propriation of a lesser amount would entail risks to the security of the 
area which the Soviet Union would be pleased to see us take. 

Of the total being requested $159 million is programed for force 
maintenance, $246.7 million for force improvement, and the balance 
of $52.2 million is to be used for packing and shipment of material and 
other services, 

More than half the amount requested for force improvement is re- 
quired to improve the forces of Greece and Turkey who are members 
of NATO and whose military defenses are planned by that organiza- 
tion. 

In this connection, the Soviets have amply demonstrated by eco- 
nomic and military assistance penetrations into the general area that 
they are eager to inject themmalven to our detriment in any area which 
offers them an opportunity. 


COMMUNIST AID PROGRAMS 


The success of U.S. aid efforts has been so impressive to the Com- 
munist bloc that it started a rival aid program in 1954 and has been 
pushing hard in this field ever since with particular concentration 
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on Afghanistan, India, Iraq, and both the Syrian and Egyptian 
regions of the UAR. 

The need for aid is so great that no one country or group of coun- 
tries can preempt the aid field. It makes little sense to attempt to out- 
bid the Communist bloc in the aid field—to attempt to match ruble 
aid with dollar aid. Moreover it would be inconsistent for us to 
say that a dam in the UAR or steel mill in India would not be an ad- 
dition to the country’s economy simply because Communist loans 
financed them and Communist engineers built them. 

This, of course, we do not say. We warn, however, with good rea- 
son that Communists are imbued with a driving faith in their credo 
of world revolution and seek always to make converts. We advise 
the receiving states to be wary and vigilant lest a byproduct of the 
Soviet aid they accept turns out to be the seed of the destruction 
of their freedom. 


CONTRAST IN UNITED STATES AND COMMUNIST AID APPROACHES 


Such aid as the United States can offer comes, of course, without 
political strings of any kind and is given to the extent possible in 
the spirit of cooperatively helping people to help themselves. 

This contrast in approach is becoming more and more widely 
known and understood as the Communists insinuate themselves more 
and more into the underdeveloped areas as sharers of the burden of 
economic development. 

The willingness to accept aid from both sides is an article of faith 
of the unalined countries and they will continue to seek aid from 
the Communist bloc but if the same volume and terms of assistance 
could be obtained from Western sources, the recipient countries would 
probably, all matters being equal, prefer to have it from the West. 

There are no grounds for complacency on our part, however. Where 
Communist aid is preponderant as in Afghanistan, UAR, Iraq, and 
Yemen, or on a large scale as in India, it is usually characterized by 
om influx of bloc personnel—technicians, advisers, and even skilled 
labor. 

The Communists in most cases literally take over the projects from 
the planning stage through to completion, soliciting a minimum of 
help from the recipient country. The United States, on the other 
hand, makes cooperation with the receiving country an important 
part of its aid program. It utilizes to the maximum degree in- 
digenous skills both technical and administrative, thereby attempting 
to make a partner of the underdeveloped country. This procedure 
not only preserves the dignity of the receiving country but, what is 
equally important, it provides increased training and experience for 
local officials. 

Secretary Herter alluded, however, to one form of the Communist 
challenge—with which it is sometimes hard to deal—the extra induce- 
ments which the Communist countries have incorporated in their 
aid programs. 

He said: “A feature of the bloc campaign which has had great 
appeal to the recipients is the apparent willingness to provide types 
of projects which an underdeveloped country wants without requir- 
ing economic justification for the project or attempting to secure 
governmental reform of various economic policies. 
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“Nor does the bloc appear to require the various accounting checks 
which are involved in U. . programs.” 

Low interest rates, repayment in commodities and the “ask and 
get” formula are undoubtedly highly attractive features of Soviet 
aid particularly in the case of governments racing to make a show 
of progress to their people and yet lacking trained individuals who 
can intelligently plan and execute a rational and properly phased 
development program. 

In our determination to see to it that our aid is properly used we 
must beware of arrogating to ourselves omniscience regarding the 
needs of foreign countries—particularly those in severe need and ex- 
posed position. 

It is natural for the people who live in these countries to feel that 
they know best what hey want. However, our friends, notably in 
South Asia, are coming more and more to understand that the rigid 
justifications and engineering standards we insist upon are elements 
which in the long run will protect them against ill-considered projects. 

Where special circumstances require it, we should be prepared to 
show flexibility but we have reason to believe we are fundamentally 
on the right track in our aid methods. 


MUTUAL SECURITY PROGRAM’S CONTRIBUTION IN AREA 


During the last decade the MSP and its predecessors have contrib- 
uted substantially to the peace and stability of the Near East and 
South Asia. 

It has deterred aggression and preserved the freedom of independent 
states menaced by Communist easeraicis 

Step by step it has created in the minds and hearts of millions of 
people throughout the area an image of the United States as a na- 
tion dedicated to the cause of world peace. We think that the Ameri- 
can people have been well served by the Mutual Security Program and 
that in the conduct of our foreign affairs it is essential to continue its 
important role. 

The CHatrman. Mr. Secretary, that is a very eloquent plea for the 
Mutual Security Program. I have one or two questions. I will go 
around the table with the usual 5-minute limit first and later we 
will have longer periods for those members who wish them. 


CONCENTRATION OF PROGRAM 


You refer to the concentration of our assistance. I assume it is 
the nonmilitary assistance you have in mind. I don’t see much evi- 
dence of that. Can you justify that statement more concretely? You 
say: 

“We concentrate assistance where it can be most effectively utilized.” 

I think there has been a considerable criticism that our aid is very 
widely dispersed and that it is not sufficient to affect any of the coun- 
tries. Could you give evidence of the rate of concentration ? 

Mr. Jones. Well, I think, sir, that the countries of CENTO, Turkey, 
Iran, Pakistan are points of concentration where our aid is certainly 
well utilized. I think the progress which India is making is another 
instance where our aid is being put to good effective use. 

The Cuarrman. That is not quite the question. 








278 MUTUAL SECURITY ACT OF 1960 


What evidence is there of concentration in this program that was 
not in previous programs? You mentioned nearly every country with- 
in the area. 

Is there anything to justify your statement that you are now con- 
centrating your efforts more than you were? 

Mr. Jones. I think the record of the DLF loans, which are really 
our biggest instrument in helping both India and Pakistan, is greatly 
on the upcurve. 

This is a case of concentration. 


RELATIVE EMPHASIS ON MILITARY AND ECONOMIC ASSISTANCE 


The Cuarman. From your comments, it would look as if you are 
stepping up military assistance and stepping down economic assist- 
ance. This is not quite in accord with the overall policy that this 
committee has expressed as being desirable on several occasions. 

Is this a correct interpretation of those figures ? 

Mr. Jones. May I refer that question to Admiral Grantham / 

Admiral GrantHam. [ Deleted. ] 

There is no contemplated increase in any of these countries in the 
strength of their forces or the size of the forces that we are sup- 
porting. 

The Cuarrman. I don’t think you quite understood my question. 
Is it fair to say that this proposal represents greater emphasis on 
military relative to economic ? 

Admiral GrantHam. I wouldn’t say so, sir. 

The CrzargMan. I wanted you to explain it. Why not? You show 
a substantial increase in military appropriations and a slight decrease 
in economic requests. 

Admiral Granruam. Mr. Chairman, I can only say that we are 
proceeding with the same size military establishments and their sup- 
port in each of these countries. Nowhere do we contemplate an in- 
crease. [ Deleted. | 

The Cuatrman. I refer specifically to this sentence : “This proposal 
of $803.2 million represents an increase of $203.1 million for military 
purposes and a reduction of $15 million for economic assistance from 
the estimated 1960 program.” [Deleted.] That statement would 
seem to be subject to observation that we are increasing the military 
program and decreasing the economic, unless you can interpret that in 
some other way. 

Mr. Barrows. Mr. Chairman, may I speak from the point of view 
of ICA and make this explanation? The primary economic effort in 
this region is to be found in the loans of the DLF, which are not 
shown in this breakdown in figures. As the record shows, up to about 
40 percent of the DLF loans in the past have gone into the South Asia 
region. We estimate that that proportion will probably continue on 
the basis of the on already under consideration. So that if we 
were able in these figures to show the anticipated DLF loans in the 


South Asia countries, I think that this apparent buildup of the mili- 
tary would not seem so large. 
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I might add also, sir, that the concentration we speak of is primarily 
in South Asia. [Deleted.] 

We expect that that Pakistan program plus the loans anticipated 
there plus the program in India and the economic impact of the Indus 
program will represent a very real concentration of effort. [Deleted.] 


U.S. SELF-INTEREST IN PROGRAM 


The Cuartrman. Mr. Jones, I do not wish to be too critical, but it 
does seem to me your statement in the middle of page 5 is a little self- 
righteous. I don’t think we should pretend to be wholly and com- 
pletely unselfish in all these programs. We are motivated like other 
people to some extent, aren’t we? 

Mr. Jones. Yes, sir. 

The CHartrman. I don’t think we should overstate our virtues. 
You really consider these programs in our own interest, don’t you? 
They are not entirely altruistic and unselfish. 

Mr. Jones. I certainly consider them in our own interests, and in- 
deed essential to the welfare of our country in all its aspects. 


STATUS OF AGREEMENT ON INDUS RIVER 


The Cuatrman. I have some other questions on another matter, but 
I think it would be better to let the committee question the general 
statement first before I enter into those. Senator Green, do you have 
any questions / 

Senator Green. Yes, but it is very difficult to decide which to ask in 
the limited time assigned to each of the Senators. The statement it- 
self indicates what a great variety of important subjects have to be 
dealt with. 

I may select perhaps as one of them that interests me most the 
planning for the future of the Indus River. How far along are they 
on agreement now, India and Pakistan ? 

Mr. Jones. We understand they are very close to agreement. There 
are certain last minute problems which have come up. Mr. Iliff of 
the World Bank has been the focal point. 

Senator Green. Are they financial problems or engineering prob- 
lems? 

Mr. Jones. They are not so much financial as they are the political 
problems. They have in particular to do with Pakistan’s desire to 
ye assured that this plan is going forward and will be conducted over 
the 10-year period before it signs away its rights to the rivers, to 
the upper part of the rivers, which are in Indian-held territory. In 
other words before they sign off and say “We agree” they would like 
to be sure that this program is going to move ahead. 

Senator Green. Are the prospects favorable? 

Mr. Jones. The prospects I understand are favorable, sir. 

Senator Green. That would mean a great deal to both countries 
and to the world. 

Mr. Jonzs. On that, sir, it is one of the most exciting things that I 
know of that happened. 

Senator Green. Isn’t it a most important question for that part 
of the world ? 
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_Mr. Jones. I think, sir, when you have a group of countries get- 
ting together under the aegis of the World Bank to finance some- 
thing as—— 


COMMITMENT TO ASSIST INDUS RIVER PROJECT 


Senator Green. Are we in any way educated in the arrangement 
of the settlement ? 

Mr. Jonrs. I think we have viewed it from the outset with a beney- 
olent eye, sir. 

Senator Green. What does that mean? With our purse? 

Mr. Jones. We have encouraged it, sir. 

Senator Green. How far have we been benevolent ? 

Mr. Jones. In doing everything we could to assist the Bank to 
bring the two parties together. 

Senator Grepn. Yes, but we will probably be drawn in the financial 
side of it, won’t we, before it is over ? 

Mr. Jongs. Yes, sir. 

Senator Green. How far along are we on that phase of it? 

Mr. Jones. We have a declaration by the President. 

Mr. Barrows. Agreeing to participate in the financing. 

Senator Green. Is it as vague as that ? 

Mr. Barrows. No, sir, it is quite specific. 

Senator Green. How specific is it? I think we are entitled to 
know. 

Mr. Barrows. Yes, sir. The U.S. contribution is expected to be 
$177 million in grants, $103 million in loans, and a local currency 
contribution of $235 million. 

Senator Green. That is in the first instance? 

Mr. Barrows. No, sir; this will be sufficient to make our contribu- 
tion to the total project as it is now expected to cost. The total cost 
is estimated at something over a billion dollars over a 10-year period. 
This commitment is of course subject to the availability of funds and 
to congressional approval as required. 

Senator Green. That is always the case. 

Mr. Barrows. Yes, of course, but this type of advance commitment 
can be made only by decision of the President, which he has taken. 
He took the decision in order to foster the solution of the problem, 
in order to give the Bank the support necessary to complete the 
negotiation. 

Senator Green. Then we are directly interested in agreement? 

Mr. Barrows. Yes. 

Senator Green. In the agreement that is ultimately reached. 

Mr. Jones. Yes, sir. 

Senator Green. My time is up. 

The Cuarrman. Senator Carlson. 


PALESTINE REFUGEE PROBLEM 


Senator Caruson. Mr. Secretary, can you give the committee any 
hope or any encouragement for some solution of the Palestine refugee 
problem? I have heard your statement here and I think it. is a very 
good one. You say in the debate before the United Nations the United 
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States agreed to another 3-year extension. Does that mean that at 
the end of 3 years we just continue its extension? Is there any hope? 

Mr. Jones. The Palestine refugee problem is one of the most in- 
tractable problems that I know of, sir, and I do not believe that I 
can point out a light at the end of the tunnel. I personally believe 
there will be some ‘light at the end of the tunnel, but I can’t say when 
or how it will come about. 

Senator Cartson. I well remember the discussions we had last year 
before this committee. At that time there did not seem to be much 
hope. I am just wondering how the United Nations extended 
UNRWA. for 5 years more. Is it reasonable to assume that all this 
means is that at the end of 3 years we will have another 3-year 
extension ¢ 

Mr. Jones. I would hope, sir, that we would not have to extend it, 
but I cannot say with confidence that we may not have to. 


CONTRIBUTIONS TO UNRWA 


Senator Carson. I notice in your statement you are hopeful that 
we may get additional contr ibutions or support from some of the other 
nations. How hopeful can you be on that ? 

Mr. Jones. We are doing our best, sir, in that regard. 

Senator Cartson. What are the contributions? We contribute, as 
J understand it, 70 percent of this money ; is that correct ? 

Mr. Jones. We contribute not more than 70 percent. 

Senator Cartson. What are the contributions that we make to the 
Palestine relief fund and what are the contributions of the other coun- 
tries? I bring that up because you make this statement : 

Were we at all hopeful that other nations would increase their contributions, 
a reduction in the amount pledged by the United States might be warranted, 
but such a development is not now in prospect. 

What are the contributions, if I may have them for the record? 

Mr. Jones. Roughly we have been contributing $23 million. The 
other nations have been contributing $11 million. “We have the actual 
details of that which I will insert in the record if you wish. 

Senator Cartson. Would you submit for the record what the other 
countries give ? 

Mr. Barrows. As a matter of fact, sir, in the presentation books on 

age 225 there is a breakdown showing that the actual contributions 
in 1959 were from the United States $23 million and from other coun- 
tries $9,868,000; pledged for the calendar year 1960, $23 million from 
the United States, and $10 million from other countries; and pro- 
posed for 1961, $95 million from the United States and $15 million 
from other countries. 

Senator Cartson. Would you be willing to list the countries that 
contributed the $11 million? Can you do that or submit it for the 
record ? 

Mr. Barrows. Yes, sir. 

(The information referred to is as follows:) 
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Pledges and contributions to United Nations Relief and Works Agency for 
Palestine Refugees in the Near East (UNRWA) 





As of Jan. 30, 1960 











Country 7 
Total pledges} Total con- 
available tributions 
since Jan. 7, | received since 
1959 Jan. 7, 1959 
lente cbt bienathan eth hiedeckt  ioccdebecsectlewlsceinccecdsceus $190, 400 $95, 2 
eee Reed ee cect Eien de codspnanehaeeenpmabsamencrens BE Thins ceumatanel 
i PC cite edhe ete eucbeccadcuaknadasuceusthahbenchoc seek wane WE eek oe. 
EE tin heinwhAicahnnenmictinsh delWieumdoocacbemAbeeiand dupilesesbhkth oticncatnen PGI hv ain doses 
ics clio ltcnecasctetenssinenasuatasrssunnbpneekenahicessadnece RP cceawancaanis 
I is oets e lal i dh enhtamsanbtdeeuddinueeendidcchesdeéue WO Picuseveetudbanc 
8 A SE BE Se RRL Se tl lh lal we fe 8 pe ee 568, 230 43, 230 
NT id ia Fe aeenintde amuaak dxudansedbcmusealvaubeccdecdeas 5, 000 5, 000 
EI tint cictennidath wide. ach ambla tide tin chimes ogdchn dees Rens Mean oks STE ck ca li ticann 
enema tedcstincecdeeaccmunwus on dauntmaeneaneswoebcen ss adenon MEER? Ticcssdbuaacoes 
itt eli tee TE dP a 0 ee eas Ty DOGO Lidecncseccech 
let eles on ac can ane acon eeces ian nana aeninbdacmuteuee 98, 421 48, 006 
a rd kt SL aki baddewichnb bu ddntndadieh adddawaeck 30 30 
Se ND iis kn srtan cemmadaainnsaesecse eibbhscnsddeisakseercceus 248, 312 127, 312 
ES... ost nekbndbuscnecahmasnbnsoesaccasmrsdeman 285, 714 
SG len: 2 ea tants dat ieednni neko wnsewesbaknaauiatsuacsectinnnuseundabis 3, 000 
Greece 15, 000 
Greece ¢ 2, 500 
Greece ! 15, 000 
Holy See ¢ 1,000 
India « 7, 060 
NN Sh ac eh eee cat cia eicill hai caaeeasi teenies attain ne diem iageeiakokesilnn 21, 008 
Cciiiiiheemiinnne mdi ned caiahdmaigebmdiwiniuadmnbentn ntti nemapeanee 667 
Ireland > 7, 000 
Israel] ! 35, 616 
Italy! 120, 000 
Italy > 80, 000 
Japan 10, 000 
Jordan ¢__- 148, 688 
Lebanon ¢__ 44, 353 
Lebanon !_. 109, 505 
Liberia * 6, 500 
Libya 24, 000 
Federation of Malaya 1, 500 
8, 796 
Netherlands ® 65, 790 
Norway ° 21, 000 
Pakistan 21, 000 
Pakistan ¢ 1, 050 
Saudi Arabia 200, 000 
Spain 16, 667 
Sweden ® 115, 915 
Switzerland 70, 093 
hailand ¢ 3, 125 
IL Lid eehidthd aks thd pnkdade swathed) nteccodetiatedesgueeunenncce 4, 000 
IT ttttlniknidecietlt acini ticinin nant ativaiditdebbaubibsonstetbiecehonst CGP 1 dasttetiwe 
United Arab Republic: 
PE Pi Otc cnvemagieuiteiieateeshineebeksbnaduhdendadbineuns daa 505, 357 193, 692 
TT f.- 3. ti dcasntdnisianninbecanhnned die tch lak dtiiatebnnminanees 123, 377 49, 127 
United Kingdom of Great Britain and Northern Ireland __........-......--- 8, 100, 000 5, 400, 000 
TRE DENOTED ©... ckncdanvdtnmhonnnesinencadtihineewmanssece ad 23, 000, 000 11, 500, 000 
IER EL Sse nuk a doen edatuncheaveansieetohanae pdnpdeahudnitincssretocwt DOOR le nnenctectaaiin 
eh Des tte k. . ch eteahn debit bcdabidhe sedalaciiaedooaitinicavees eibuwe 2, 500 2, 500 
nil hican dcinn cn cngiiahetccuniceonsdehcntabéobkoetedbewndiinebidsndand SCO, ncitoantnane 





1 Unpaid pledge at July 1, 1959. 
Note: For Jordan, Lebanon, Gaza authorities, Saudi Arabia, and United Arab Republic 
dollar value placed on services contributed by country designated. 


* Estimated value of local services to UNRWA. All other pledges and contributions are 
of cash or supplies. 


> Subject to parliamentary approval. 

4 Figures for United States exclude $3,369,431 paid in July against their 1958—59 pledge 
in order to avoid confusion with 1959-60 pledge. 

¢ Special contribution for World Refugee Year. 

* Includes adjustments to December 1959 provisional report. 

* Includes $1,500 received for World Refugee Year. 
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Senator Cartson. I think that is all, Mr. Chairman. 
The Cuairman. Senator Sparkman. 
Senator SparkMANn. No questions, Mr. Chairman. 


SITUATION IN IRAQ 


The CuHatrMan. Senator Aiken? 

Senator ArkEeNn. Just a short one, Mr. Jones. 1 don’t see any refer- 
ence to Lraq in your statement except. in a general way. What I want 
to ask is, has any change taken place in the situation there? 

I notice you have given some assistance for training purposes only 
and that is also proposed for this year. 

Mr. Jones. Sir, the situation in Iraq is still extremely serious, but 
I think it is safe to say that 2 years ago no one would have thought 
that Iraq would have the degree of stability which it has at the pres- 
ent time. 

| Deleted. | 

Recently there have been some rather hopeful signs. For example, 
the number of trainees coming to the United States is quite large. 
There are 150 of them in this rogram. ‘The number of students, 
Iraqi students privately finance il ban ‘coming to this country is still quite 
large. And the Iraqi Government is once again pushing ahead with 
its economic development programs, encouraging our and other for- 
eign firms to bid for jobs in the country. 

‘So it is somewhat improved, sir. 

Senator Arken. Are the Americans nearly all out of Iraq now? 

Mr. Jones. No, sir. The Americans are still working on Derbendi 
Khan Dam and there are other American contractors, and technical 
personnel in the oilfields there. 

Senator ArkeNn. Do the Iraqis associate with them now ? 

Mr. Jones. I have not heard anything to the contrary, sir. I think 
the answer is yes. 

Senator Arxen. If they do, that is a change for the better. 

Mr. Jones. I think it is a little better, yes. [Deleted.}] I think out 
in the country where our engineering people are working, relations 
generally speaking are pretty good. 

Senator ArkEN. Do you think Kassim would be more fr iendly if he 
were not walking a tightrope? 

Mr. Jones. I sa t like to venture an opinion on that. He is a 
great individualist. I don’t think the people are quite sure what he 
will do next at any partic ular moment. 

Senator Arken. That is all, Mr. Chairman. 

The CHarrman. Senator Mansfield. 


PHASING OUT GRANT AID IN AREA 


Senator Mansrietp. Mr. Secretary, in the area under your jurisdic- 
tion, how long do you think it will be necessary to continue American 
aid programs ¢ 

Mr. Jones. I would think for the foreseeable future, sir. 

Senator Mansrrevp. The indefinite future. 

Mr. Jones. The indefinite future. 

58356—60——19 
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Senator Mansrrexp. In the area under your jurisdiction, is any- 
thing being done in line with the congressional direction of last year 
to study if you can phase out the aid program in some of these coun- 
tries? 

Mr. Joners. Yes, sir. 

Senator Mansrietp. What countries? 

Mr. Barrows. [ Deleted. | 

Senator Mansrrevp. That is all, Mr. Chairman. 

The Cuatrman. Senator Williams? 


SOLUTION TO PALESTINE REFUGEE PROBLEM 


Senator WiiuraMs. Mr. Secretary, in answer to the question from 
Senator Carlson, you said that you saw a light at the end of the tunnel 
on the problem of dealing with the refugees in Palestine. If you 
have the authority and the power to make a recommendation, what 
would be your solution to that problem ? 

What would you recommend ? 

Mr. Jones. Sir, I said that I could not at present see a light at the 
end of the tunnel, that personally eventually I thought there would 
be one, but I could not now see it. 

Senator Wiiu1ams. What do you think would be the ultimate solu- 
tion? Do you have any plans for solving it or are you just drifting 
with no plans in mind as to what you would like to see accomplished ? 

Mr. Jones. This problem, if it is going to be solved, is going to be 
solved by the States in the area themselves. 

Senator Lauscue. I did not hear that. If it is going to be solved? 

Mr. Jones. If it is going to be a viable lasting solution, it must be 
one achieved by the States of the area. I do not believe that a solu- 
tion can be imposed from outside. However good you might think 
your solution was. 

Senator Wiuuiams. I agree with that, but do I understand that 
there should be no outside suggestions either from the United States 
or the United Nations? 

Mr. Jones. No, sir. We are members of the Palestine Concilia- 
tion Commission which has been revived in the latest General Assem- 
bly. 

Senator Wixu1AMs. Haven’t there been any suggestions made over 
the period of time for a possible solution? Is the whole plan just 
being allowed to drift in the hope that out of a clear sky something 
will strike? 

Mr. Jones. To my knowledge we do not have a master plan to solve 
the Arab-Israeli problem, which is deeply involved in the Arab refu- 
gee problems. 

Senator Wiu1aMs. The only policy now is just drifting; is that 
right? 

Mr. Jones. Behind the scenes not every day but constantly we push 
and try to better this situation, which ts so deplorable. 

Senator Wiii1AMs. I agree. I think it is one that would be helped 
a lot if a solution could be found. Unquestionably it is a very emo- 
tional problem. But it has been my experience that you don’t solve 
problems unless you approach them with the idea of trying to find a 
solution. I am concerned that you have not developed some plan of 
action. 
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Mr. Jonrs. Sir, I can only assure you that we are continuing to 
work on this problem, 


DIFFERING RATES OF EXCHANGE OF FOREIGN CURRENCIES 


Senator Witi1AMs. In the administration of these foreign aid pro- 
grams, there would be several different agencies simultaneously using 
local currencies, would there not ? 

Mr. Jones. Yes. 

Senator Wiri1aMms. Do all of these agencies have a coordinated 
program of using the same rate of exc hange ? 

Mr. Barrows. I think as a general answer they do not always in 
every instance use the same rate of exchange. There are situations 
or there have been at any rate where the mutual security nonproject 
aid commodities were supplied at one rate and Public Law 480 com- 
modities were supplied at another. 

And the Development Loan Fund I believe as a general rule, re- 
quires repayment of its loans at the highest rate at which commer- 
cial transactions take place, 

I don’t know in this region offhand of any place where there is 
now any difference of that kind, but there was before the de facto 
devaluation in Turkey, I believe, a difference between the rate at which 
aid under the Mutual Security Program was supplied and that, at 
which Public Law 480 was supplied. 

Senator Witr1aMs. I have been trying recently to do a little study- 
ing in connection with these foreign currencies under the various 
agencies. I have been somewhat stumped in getting an answer on 
the status of the holdings of these currencies and the amount that has 
been spent, because I found in several different countries several in- 
stances where the currencies were carried on the books of the agencies 
at various valuations all as of the same date. 

I don’t know how we can arrive at any accurate inventory of the 
holdings of these currencies if different Government agencies value 
them differently and if you are loaning foreign currencies at one val- 
uation and selling commodities at another rate. I don’t know how 
one gets the answer; you may be able to get the answer, but I haven’t 
been able to. I will put it that way. 

Do you have any explanation as to why all of these different values 
of the currencies are all used simultaneously ? It is not altogether 
confined to Turkey. Yugoslavia is another country. I noticed in 
Yugoslavia some of the agencies are valuing the dinar there at 800 
to the dollar; another one is using it at 3800 to the dollar. The offi- 
cial rate of exchange is listed at 750, all at the same time. You 
are going to get a complete distortion of the picture of what you are 
doing under those various valuations and factors. 

I wonder if you could explain that or help? We as committee 
members and Members of Congress would like to understand what you 
are doing. 

Mr. Barrows. I understand there is a problem, sir, and I am sorry 
that the policy determinations in each case I am not entirely familiar 
with. When I said I thought Turkey was the only problem, I meant 
within this particular region of which we are speaking today, other 
countries you mentioned “being outside. I think we will be glad to 
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try to get that statement of policy on this matter for you or for 


the record, if you would like. My own experience has been that in 
dealing with local currency, you don’t run into problems until you 
begin to say what is its equivalent value in dollars. 

Senator Witu1aMs. I appreciate that the valuation of many of these 
currencies fluctuates aindiy, but that factor would be true with all 
agencies affected. I was wondering how you can adjust your problem 
if one agency is using one formula for exchange and another agency 
is using an entirely different one, particularly when -you find a 
variation of 100 percent between the two agencies operating in the 
same country simultaneously. 

Mr. Barrows. I think-this arises only when the country itself has 
more than one official rate of exchange. The agreements we have 
negotiated for different programs are sometimes based on different 
rates. Some countries will have a tourist rate, will have an export 
rate, a different rate for imports. 

Senator Wirit1ams. I wasn’t speaking of those various rates. In 
one particular instance I found four different rates with four dif- 
ferent agencies, all in one oe operating simultaneously. I think 
there is a state of confusion and I am trying to find out what is going 
on. 

I wish you would follow through on that. 

Mr. Jones. We will, sir. 

(The information referred to is as follows :) 


STATEMENT ON DIFFERING RATES OF EXCHANGE FOR LOCAL CURRENCY 


Local currencies held by the United States are of two broad types—those pro- 
gramed for country use (for Mutual Security programs) and those set aside for 
use by the U.S. Government. 

Local currencies which are programed for Mutual Security Program use are 
converted to dollars for informational and reporting purposes only. The docu- 
ments which reflect local currency transactions and the official accounting rec- 
ords of the various U.S. Government agencies are maintained in local currency 
units. ‘ The planned uses of the funds and all programing decisions are of neces- 
sity based on the value of the goods and services that can be purchased by these 
local currencies in the country of origin, rather than the value of these local 
currencies in dollars. In reporting local currency transactions and accumula- 
tions to the public and to the Congress, however, it is apparent that it might be 
somewhat confusing if each local currency were reported separately in its own 
units: Moreover, the statement of reports in local currency units would prohibit 
the use of totals reflecting the complete operations of the agency. 

In converting local currency transactions that have occurred over a period 
of years or months it is usually necessary to make a choice as to conversion 
rates to be used. Conversion rates frequently vary from day to day, or month 
to month and there may be several conversion rates, e.g., official rate, free mar- 
ket rate, etc., in effect at any one time. For the purposes of the MSP program 
it is believed that the most informative rates that can be used are those which 
permit the user of the report to relate deposits and expenditures of local cur- 
rency to the amount of dollars that generated the local currency. The follow- 
ing paragraphs outline the conversion rates used for local currencies programed 
for MSP use. 

In accordance with Treasury instructions, sales of foreign currency by the 
Treasury to U.S. Government agencies for U.S. uses are generally made at the 
rate of exchange that would otherwise be available to the Government of the 
United States for the acquisition of the local currency for its official disburse- 
ments. Thus, balances of currencies set aside for U.S. uses are generally re- 
ported at the most recent Treasury selling rate. 
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FOREIGN CURRENCIES ADMINISTERED BY MSP AGENCIES 


Foreign currencies generated from sales of surplus agricultural commodities 
under sections 402 and 502 of the Mutual Security Act of 1954, as amended, are 
collected at rates agreed upon at the time of entering into the sales agreements. 
Some of these agreements provide that the foreign currency equivalent of U.S. 
dollar disbursements will be deposited at the official rate of exchange in effect 
at the end of the month in which such transactions occur, while other agree- 
ments (particularly triangular trade agreements) provide that the deposits will 
be made at a fixed rate. 

Foreign currencies generated from sales of surplus agricultural. commodities 
under Public Law 480 are collected at the import rate in effect on the date of 
U.S. dollar disbursements by the Commodity Credit Corporation. 

All accounts for these foreign currencies are maintained in foreign currency 
units. In order to provide a common denominator for these currencies for 
MSP congressional presentation and other reporting purposes, the foreign-cur- 
rency units, i.e., deposits, obligations expenditures, and balances, are converted 
to.U.S. dollar equivalents at the weighted average rate for all collections. It is 
believed that this system presents the most realistic picture of the U.S. dollar 
cost of these currencies, even though it is recognized that the obligation and 
disbursement occurs some time after the collections are made. 

It will be noted that for illustrative purposes the worldwide summary. of the 
MSP congressional presentation reflects a comparison of balances of MSP cur- 
rencies at agreement rates and also at market rates as of June 30, 1959. Pur- 
pose of this comparison is to give the Congress an idea of the value of these 
balances based on the rates at which the currencies were collected and the cost to 
the U.8. Government if it were to go on the market and buy them. 


Senator WixuiaMs. That is all. 
The CHarrMan. Senator Lausche ? 


SOVIET EFFORTS IN THE NEAR EAST 


Senator Lauscue. I would like to direct your attention for the mo- 
ment to Afghanistan, Iraq and Syria, and Egypt. Among those ’na- 
tions that come within your jurisdiction in this discussion today, 
which do you feel have oriented themselves mostly toward the Soviet? 

Mr. Jones. All of these countries that you have named will say 
that they are not orienting themselves toward any one, that they are 
following a policy of nonalinement, which to their mind is not jump- 
ing over into the Communist bloc but simply that. 

Senator Lauscue. Are the nations within your jurisdiction, that I 
identified, the ones that have had the greatest aid from the Soviet? 

Mr. Jones. The ones within my jurisdiction who have the greatest 
aid—there is a list of them somewhere—are India, Yemen, Afghani- 
stan, the two regions of the UAR and Iraq. 

Senator Lauscur. Why do you feel that the Soviet is giving so 
much attention to Afghanistan ? 

Mr. Jones. First I think because of its geographical juxtaposition. 
Secondarily there is an opportunity to push in there. [Deleted] 

And so on political grounds this is a good area in which to pene- 
trate. Its strategic importance is substantial, of course. 

Senator Lauscue. Now then, because of the disposition of the people 
it has been facile for the Soviet to move in there. The resistance is 
not as great as they find in Ivan and other places. 

Mr. Jones. No, sir. 

Senator Lauscne. Now what about Iraq? Does that same prin- 
ciple apply to Iraq? 
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Mr. Jones. Iraq was a member of the Baghdad Pact, and under 
the regime of Nuri Said was one of the allies of the West. A revolu- 
tion occurred. 

Senator Lauscue. I understand that. My question is, Do they have 
the same nonresistance in Iraq that they have in Afghanistan ? 

Mr. Jones. I would say no, sir. 

Senator Lauscue. In which of the nations has the Soviet found the 
greatest acceptance ? 

Mr. Jones. I suppose Soviet aid has found the greatest acceptance 
from the point of view of volume in India. If you are referring to 
the doctrine of communism, I think that there is a resistance in most 
of those countries to accept this as a way of life. 

Senator Lauscne. I understand of course that they will accept re- 
lief. But what I am trying to find out is in which of these nations do 
you feel we have our greatest problem getting them to be friendly to 
us and away from the friendship to the Soviet ? 

Mr. Jones. [ Deleted. | 

Senator Lauscne. To summarize, you feel that in all of these 
nations we are in a preferential position as far as the people are con- 
cerned in the acceptance of our Western concept of life as compared 
to the acceptance of the Soviet concept of government 

Mr. Jonss. Yes, I think so. [Deleted.] 

Senator Lauscue. Now, then, may I ask if you will look at your 
copy of the presentation book. I notice that Afghanistan has a per 
capita income of $49; that is very low, the very lowest ; Israel has $982. 
Has this factor of income at all guided you in the allocation of help? 

Mr. Jones. I suppose it was a factor, sir. 

Senator Lauscue. It is a factor? 


Mr. Jones. [ Deleted. | 


SOVIET METHOD OF OPERATION 


Senator Lauscue. This is my last question. I suppose that in try- 
ing to determine what we should do, we watch what the Soviets are 
doing and what they might do. What do you believe, based upon 
your experience, has been the mode of operation that the Soviets have 
developed in determining which areas they shall move into to com- 
pete with us in the help that we give? To illustrate what I have 
in mind, they moved into Cuba. They moved into Egypt when we 
did not go in. They moved into Guinea when the French pulled out. 
They went into Ethiopia. What do they look for as the inducing 
factor for them to move in? Can you tell me that ? 

Mr. Jones. It is easy to say that they move into soft spots where 
the government is soft, either because it is intrinsically soft [deleted] 
or where through a revolutionary, emotional process the government 
has been softened up. 

So I think it is a little like being susceptible to a disease. When a 
country is susceptible they strike, as it were. 

Senator Lauscue. That is the primary cause. 

Mr. Jonrs. I would believe so, sir. 

Senator Lauscnur. Do you think that frequently when we do not 
respond the Soviet will, by giving aid ’ 

Mr. Jonzs. Certainly there have been instances of that. 
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Senator Lauscue. That is all. 

The Cuatrman. Senator Gore ? 

Senator Gore. Mr. Secretary, is it not a fact that Afghanistan’s 
juxtaposition includes the Khyber Pass, the gateway to not only 
Pakistan but also India? 

Mr. Jones. Yes, sir. 

Senator Gore. Is it not true that the Soviets, in addition to the 
massive economic aid, airports, highways, public facilities, et cetera, 
have subsidized the movement and the acceptance of Afghanistan 
commerce until] that, at this time, approximately 40 percent of 
Afghanistan’s trade with the outside world either goes to or through 
the Soviet Union? The natural, and heretofore more economic and 
desirable, outlet was through Karachi. 

Mr. Jones. Yes, sir. 

Senator Gore. Does this not, in fact, illustrate the Soviet’s tactics 
of moving effectively to tie the prosperity and economic sustenance 
of a nation and a people to the Soviet Union? 

Mr. Jones. Yes; and they are in a position to do it because of 
geography. 

Senator Gorr. It is not only because of geography, as I understand 
it. It is also because of their ability to subsidize trade with this 
country, or any other country, plus their ready ability to extend 
aid. In other words, the flexibility of this particular dictatorial sys- 
tem lends modus vivendi to the purpose. 

Mr. Jones. I think that is very well stated ; yes. 


PALESTINE REFUGEE PROBLEM 


Senator Gore. Turning to another matter, I take it you are ac- 
quainted with the advice and report that our Ambassadors in the UAR 
and Israel sent to the Department as a result of the extensive inter- 


views and conferences which Senator McGee and I had with Mr. 
Nasser and Prime Minister Ben-Gurion. 


[ Deleted. ] 


My time is up, Mr. Chairman, 


SALE OF COUNTERPART TO MILITARY PERSON NEL 


The Cuairman, I wonder if General Carroll would care to come 
up so the reporter can hear him. I will ask General Carroll some 
questions. 

General Carroll, I notice that it has been customary—I don’t know 
whether it still is or not but it has been customary—in the military 
to use counterpart funds which we have acquired as a government 
from various sources, particularly Public Law 480, to sell to military 
personnel in Turkey at black-market rates. 

Is that true? 


STATEMENT OF GEN. JOSEPH F. CARROLL, INSPECTOR GENERAL, 
ATR FORCE 





General Carroti. That is substantially true, sir. As I understand 
it, from October of 1955 until October of 1957 counterpart funds 
lire were made available through the Embassy to the military finance 
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office in order to permit military personnel to exchange dollars for lire 
at the free market rate, which varied during that “period from 8.5 
lire to the dollar to 14 to 1. 


AUTHORITY TO SELL COUNTERPART TO MILITARY PERSONNEL 


The Cuarman. Is there authority under the basic legislation for 
the handling of counterpart funds for such transactions ? 

General Carroty. I don’t know, sir. 

Mr. Forman. Mr. Chairman, I don’t believe these funds were coun- 
terpart funds. I understand they were U.S. owned currencies. The 
Public Law 480 sales proceeds are not counterpart funds. They are 
currencies owned by the U.S. Treasury. 

The Cuarrman. Is there any authority in the law for the Govern- 
ment to make available under these circumstances this U.S. owned 
counterpart ? 

Mr. Forman. The Treasury Department controls the sale of all 
U.S. owned currency, and there are regulations issued by the Treasury 
Department specifying the rates at which the currency will be sold 
to the various agencies of the Government for those agencies’ needs. 

I believe in this particular instance the holdings of the U.S. 
Treasury were far in excess of normal needs, and for that reason the 
currency was sold at approximately the free rate rather than the 
official rate in Turkey. 

The Cuamman. You don’t consider these individual servicemen as 
U.S. agencies, do you? 

Mr. Forman. No, but the individual servicemen must procure their 
currency from the Government agency involved—in this case, the 
Government finance officer—and this is considered to be part of the 
needs of the Government agency, to meet the personal local currency 
requirements of its personnel. 

The Cramman. From your knowledge of the law dealing with 
counterpart, do you believe that it was the intention of the Congress 
to make this counterpart available for this purpose ? 

Is there anything in the law that you would say gives authority 
to make available to individuals counterpart at the free market rate! 

Mr. Forman. I am under the impression this was not counterpart 
money. The counterpart funds are deposited as a result of the ICA 
transactions in the dela of defense support and special assistance. 
Ninety. percent of the counterpart funds, let’s say 90 percent as the 
general percentage, is used only for the host, country’s purposes. It 
belongs tothe host country. 

The CuamrmMan. Deal with the 10 percent if you like, the currency 
belonging without restriction to the U.S. Government. I still think 
that the law contemplated that the only legitimate purposes for which 
that is made available are the expenses of our own Government 
agencies. I don’t quite see how you can deduce from that that making 
the currency ayailable at free market rates is a legitimate purpose. 

Mr. Forman: The only-answer I can-give, sir, is that itis my-un- 
derstanding that counterpart funds were not used. 

The Cuatrman. I am talking about the 10 percent which is turned 
over to us. 
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Mr. Forman. The 10 percent is part of the counterpart, and I don’t 
think those are the funds involved. My information is that the funds 
were excess to our requirements and hence were the other funds 
owned by the United States as a result of 





AUTHORIZED PURPOSES FOR U.S.-OWNED FOREIGN CURRENCY 


The Cuatrman. What was the origin of these lire? 

Mr. Forman. I would presume they were the result of Public Law 
480 transactions, sir. 

The CuatrMan. You say they are not counterpart but they derive 
from Public Law 480? 

Mr. Forman. I presume they did arise from Public Law 480 trans- 
actions. 

The Cuarrman. Very clearly they did. I asked you whether the 
Public Law 480 authorization covers that part that is reserved for use 
in economic development or for our own use in either case. It is con- 
templated, do you think, that this is the purpose to which these funds 
may be put? 

Mr. Forman. I believe so, sir. 

The CHatrmMan. I would like to have a memorandum indicating 
that, I don’t think the Congress was conscious of any such purpose. 

I have heard many discussions of Public Law 480 and what its pur- 
poses should be. I have seen reports as to what has been done with 
this money. Never have I seen that this is used to be given to individ- 
uals for their private purposes at the free market rate. Have you ever 
reported this before until this case turned up? 

Mr. Forman. I am unaware of whether or not that has been re- 
ported, sir, but if an individual serviceman or other employee of the 
United States is in a country where he can buy under appropriate 
regulations only from the U.S. disbursing officer, the Treasury must 
have the authority to sell to him. The disbursing officer can only ac- 
quire the currency to sell to him either from local currency, in Treas- 
ury accounts, or by going out into the market to buy it. 

he Cuarrman, I understand that; but at the free market rate? 
Isn’t it usually the official rate or approximating the official rate? 

Mr. Forman. I will ask the Treasury Department, sir, for » mem- 
orandum on this for the record. 

(The memorandum referred to is as follows:) 


MEMORANDUM PREPARED BY TREASURY DEPARTMENT CONCERNING SALE or U.S.- 
OWNED FOREIGN CURRENCY AND RATES OF EXCHANGE USED 


AUTHORITY TO PERFORM ACCOMMODATION EXCHANGE TRANSACTIONS FOR U.S. 
PERSON NEL 


The authority to purchase and sell foreign currency to U.S. personnel is found 
in Public Law 554, as amended (31 U.S.C., 492a). The pertinent part of this 
law is as follows: 

“Subject to regulations promulgated pursuant to this Act, disbursing officers of 
the United States are authorized for official purposes, or for the accommodation 
of members of the Armed Forces and civilian personnel of the United States 
Government, * * * to conduct exchange transactions involving United States 
and foreign currency. * * * Any official funds which are held by disbursing 
officers of the United States and which are available for expenditures may * * * 
be utilized for these purposes.” 

When currencies are purchased by disbursing officers, whether from the Treas- 
ury-held foreign currency accounts or through commercial channels, they are 
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official funds. Their use for accommodation purposes pursuant to the above 
authorization is considered as much an authorized and legal use as their use for 
any other expenditures the disbursing officers may be authorized to make out 
of the funds. 


EXCHANGE RATES USED FOR SALE OF U.S.-OWNED CURRENCY 


There are no specific statutory provisions regarding ‘the exchange rates at which 
U.S.-owned foreign currencies shall be sold. The basic authority for dealing in 
foreign exchange is the above-mentioned law which provides that the Secretary 
of the Treasury is authorized to issue rules and regulations governing disburs- 
ing officers as may be deemed necessary or proper to carry out the purposes of 
the act. Also, Executive Order 10488 provides that transactions in foreign ex- 
change including its transfer, sale, and administration, are subject to regulations 
issued by the Secretary of the Treasury. The text of Executive Order 10488 
dated September 23, 1953, is as follows: 

“By virtue of the authority vested in me by the Constitution and statutes, and 
as President of the United States, it is hereby ordered that the purchase, 
custody, transfer, or sale of foreign exchange (including credits and currencies) 
by any executive department or agency of the United States shall be admin- 
istered under such regulations, not inconsistent with the provisions of section 
1415 of the Supplemental Appropriation Act, 1953 (66 Stat. 662; 31 U.S.C. 724), 
section 1313 of the Supplemental Appropriation Act, 1954 (67 Stat. 438), or of 
any other law, as may be issued by the Secretary of the Treasury, and the Secre- 
tary of the Treasury is authorized to issue such regulations.” 

Pursuant to the above-cited authority the Secretary of the Treasury has pro- 
mulgated regulations (Treasury Circular 930 issued in 1953) which, among other 
things, sets forth the method for determining the rates of exchange to be used 
for the sale of foreign currency balances from U.S. holdings of foreign currency. 
The pertinent section of this circular reads as follows: 

*281.6(a). Sales.—With respect to the sale of foreign exchange by the Treas- 

ury Department, the amount of payment in dollars shall be calculated at the 
ate of exchange that would otherwise be available to the Government of the 
United States for the acquisition of the foreign exchange for its official disburse- 
ments. When the rate at which exchange would be available to the U.S. Gov- 
ernment is not readily ascertainable, the Treasury wiil determine such rate 
in consultation with the agencies concerned * * *,” 

The general principle on which the rates are determined is, thus, the rate 
which the purchaser would have to use if the Treasury had no foreign currency 
available for sale and it had to be purchased from other approved sources. The 
rate used under this principle is generally one of the legal rates of exchange 
provided for by the foreign exchange laws and regulations of the country in 
question. Sales by the Treasury to other agencies follow this principle whether 
the agency will use the currency for accommodation transactions or otherwise. 
(Sales for accommodation purposes are not made directly from Treasury ac- 
counts, but are performed by the agency purchasing the currency.) In specific 
cases a finding may, however, be made that some other rate is considered “ayail- 
able.” The subject case is one of the comparatively few where free, or so-called 
black market, rates have been used. In cases where the free rates have been 
used, it has been done with the knowledge of the Government concerned. In 
the subject case the Government concerned was informed of the U.S. intention 
to acquire and use its currency at the free rate. In fact, at times when there 
was not sufficient currency in U.S. accounts to meet the needs, purchases were 
made in free markets which indicates that the rate was “available” aside from 
sales from Treasury accounts. The use of the free rate was terminated when 
it became possible to obtain from the Government concerned a more realistic 
and equitable rate than had hitherto been offered. 


TYPES OF FOREIGN CURRZNCLES SOLD 


The above-cited authorizations and policies apply to currencies available for 
U.S. uses acquired by the United States under various programs. The principal 
program is currently the Public Law 480 sales program to the extent that cur- 
rencies are derived under that program for U.S. use and are subject to section 
1415 of the Supplemental Appropriation Act of 1953 in that they are purchased 
from the Treasury. In the case of currencies which are not purchased (notably 
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those which go back to the country in the form of loans or grants), the above- 
stated procedures are not applicable since sales are not involved. 

Other currencies subject to the same procedure include that portion of the 
counterpart funds which are for U.S. use (commonly referred to as 10-percent 
counterpart), surplus property drawdowns, loan repayments under foreign cur- 
rency loans such as Public Law 480, DLF, and Mutual Security loans, and other 
miscellaneous sources. 

The currency in the subject case which was sold at the free rate of exchange 
represented currency derived from the Public Law 480 program (the portion for 
U.S. use), counterpart (the 10-percent portion for U.S. use), and from the infor- 
mational media guarantee program. 


INCREASED MILITARY ALLOWANCES TO COMPENSATE FOR REDUCTION IN 
EXCHANGE RATE 


The Cuatrman. More specifically the record shows that this was 
a practice prior to 1957, and then it was reformed. [ Deleted. ] 

General Carrot. [ Deleted.] So far as I understand, sir, in Octo- 
ber of 1957 because of a depletion of the funds which previously had 
been used, and due to other economic and political factors, it was de- 
termined that the rate would be changed from the free market rate 
to an agreed upon 5.75 rate as a result of negotiations with the 
Government. 

The Cuarmman. Now by way of background before we get into 
specific cases, at the same time you reduced this rate from the free 
market rate to 5 plus, you increased their allowances. 

In other words, to compensate the personnel in a sense for this 
change you increased their regular allowance, didn’t you 4 

General Carroii. That is correct. 

The Cnarrman. And in your opinion this was an equitable rate. 
The new rate plus the increased allowances was an equitable treatment 
of the personnel ; is that correct ? 

General Carroti. The increased allowances which were put into 
effect simultaneously with the change in the rate were designed to 
compensate for the difference in the rate which then existed. 

It was my personal thought that predicated on a comparison of 
criteria used in other countries around the world, that the determina- 
tion reached in Turkey was on a par. 

The Cuamman. Pardon me, General. The record ought to iden- 
tify you and your function. 1 should have asked that in the begin- 
ning. Would you state very briefly who you are and what your func- 
tion is? 

THE CARROLL REPORT 


General Carroti. I am Lt. Gen. Joseph F. Carroll, the Inspector 
General of the U.S. Air Force. 

For clarity of the record, I think I should mention that it is my 
understanding that I am not before the committee here this morning 
in my capacity as the Inspector General of the Air Force, but rather 
in relationship to a special investigative assignment which I per- 
formed late last summer before I became Inspector General while I 
was assigned to the U.S. Air Forces in Europe. 

_The Cuarrman. The report you made with reference to that inves- 
tigation is what the committee is interested in. Now you were assigned 


to this investigation. We have had some difficulty in getting some of 
the basic facts. 
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MILITARY PERSONNEL INVOLVED 


If I understand your report properly, there were a number of rather 

high-ranking officers involved in this affair, were there not? 
eneral Carrot. Well, sir, the use of the word “involved” and the 

term “high-ranking” might bear some explanation. 

The Carman. They are not generals. They were colonels, lieu- 
tenant colonels, captains, and lower; is that right? 

General Carroiu. Yes, sir. There were varying degrees of involve- 
ment pertaining to each. 


PERSONNEL EXERCISING FIFTH AMENDMENT UNDER UNIFORM CODE OF 
MILITARY JUSTICE 


The Cuarman. You had, according to this list, three colonels, three 
lieutenant colonels, and one captain who were questioned and all of 
them refused to answer under article 31; is that right? 

General Carrotu. Of the 71 people whom we interviewed in there, 
there were 21 total who declined to answer questions propounded to 
them exercising their rights under article 31, which provides that they 
shall not be required to incriminate themselves in responding to 
questions. 

Of that number, sir, there were perhaps 50. percent officers and 50 
percent airmen. 

The CuarrmMan. Would you describe to the committee as clearly 
as you can what actually happened in that area. 

Senator SparkMAN. Mr. Chairman, may I ask one question ? 

The Cuarrman. Yes. 

Senator SparKMAN. Was your investigation across the board or did 
it pertain only to Air Force personnel ? 

General Carrouu. It was across the board, sir. 

Senator Sparkman. The reason I asked that is because I noticed 
you said there about half were officers and half were airmen. 

General Carrotu. Half were enlisted men. 

Senator Lauscue. Did I get the figure correctly—that 71 were 
interviewed ? 

General Carroii. Seventy-one individuals were interviewed rela- 
tive to. the source of the lire which they utilized during their tour 
in Turkey. 

Senator Lauscue. How many refused to answer ? 

General Carroiu. Twenty-one, sir. 

Senator Lauscue. And that 21 were half 

General Carrot. Approximately, sir. 

Senator Lauscue. Half and half, Now what I want to know is, 
what article of the code did you say was involved ? 

General Carrotu. Article 31 of the Uniform Code of Military Jus- 
tice. 

Senator Lauscue. Is that a congressional enactment ? 

General Carrott. Yes, it is, it is in the Uniform Code, which is an 
enactment of the Congress, 

Senator Mansrrevp. Mr. Chairman, may I ask a question there? 
How long ago was that article 31 made a part of the Uniform Code of 
Military Justice? 
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General Carrot. Insofar as I know, sir, it has been in the code 
within the memory of man. 

Senator Mansrtevp. I wish they would have told some of us who 
were in the First World War about that code. A few courts-martial 
could have been escaped, perhaps. 

{ understand that outside of these four enlisted men that there have 
been no courts-martial. There have been some oral reprimands and 
transfers. 

General Carroiy. That is right, sir. 

Senator Mansrievp. I want to come back to that later. 

The Cuarrman. I think for the information of the committee if you 
would describe—— 

Senator SpARKMAN. May I say here I think article 31 has been in 
always but it was amended in 1956. 

General Carroti. That is correct, sir. 

Senator Lauscure. When was that? 

Senator Sparkman. In 1956 it was amended. I don’t know in what 
respect. 

eneral Carroty. To clarify my response to your latest comment, 
when you stated aside from the enlisted men there have been no courts- 
martial, there have been no courts-martial whatsoever. The enlisted 
men to whom I have reference are being tried under civil jurisdiction 
in Turkey. 

Senator Mansrietp. I am glad you corrected that because I meant 
trials rather than courts-martial. 

The Crarrman. Will you proceed, General. Just describe the situ- 
ation as briefly as you can and make it clear what happened. 

General Carro.u. This case originated on August 4, 1959, with the 
arrest in the early morning hours of two noncommissioned officers, one 
a ea of the Air Force, the other a member of the Army. [De- 
leted. 


1957 REFORM OF EXCHANGE RATE 


For purposes of clarity at this point I might mention that from 
October 1955 until October 1957 while the legal exchange rate in 
Turkey was 2.8 lire to the dollar, arrangements existed whereby with 
lire funds previously mentioned which were supplied to the military 
finance offices by the U.S. Government, military personnel as well as 
U.S. Government civilians in Turkey were permitted to purchase lire 
in exchange for dollars at the finance office at the free market rate, 
which varied during that period from 8.5 lire to the dollar to 14 lire 
to the dollar. In October of 1957, as a result of considerations and 
deliberations at high government level, the exchange rate drastically 
changed from the then 14 to 1 free market rate which was made avail- 
able to military personnel to 5.75 lire to the dollar. 

Simultaneously with that an attempt was made to put into effect 
a station allowance which would compensate for the change in the 
rate. ' 

For the quarter, for a 3-month period preceding October 1957 when 
the rate changed so radically, finance records available in Izmir indi- 
cate that an average monthly sale of lire to military personnel was 
made in the amount of $64,000, which would tend to indicate that 
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this represented generally speaking the normal lira needs of military 
personnel. From the period October 1957 until August of 1958 this 
5.75 rate remained in effect. 

During that period of time, the finance office in Izmir averaged in 
monthly lira sales about $4,800. In August of 1958 the lira rate 
changed again, this time to accommodate itself to a new legal rate 
which came into effect in Turkey at 9 to1. From that date, August 
1958, on up until August of 1959 the average monthly lira sales made 
at, the finance office amounted to $3,290 per month. A comparison 
of the monthly sales made during the lower lira rate program with 
that; which existed previously did indicate that a number of personnel 
were acquiring their Jire to meet their normal needs elsewhere than 
at the finance office. 


UNAUTHORIZED LIRA PURCHASES 


During the course of our investigation, we did obtain testimony, and 
some supporting evidence in some instances, indicating that not only 
did the personnel to whom we talked give reason to believe that they 
had acquired their lire to meet their normal lira requirements from 
unauthorized sources in many instances but also many others to whom 
we did not talk had followed a somewhat similar practice. 

The investigation that I and the members of my team were con- 
ducting was directed primarily at the Izmir area. 

Incidental to that investigation, we did develop information indi- 
cating that the practice of acquiring lire at unauthorized rates from 
unauthorized sources was not confined to that area but existed to some 
extent in other areas in Turkey. 

Of the individuals to whom we talked, as I mentioned previously, 
37 admitted acquiring their lire from other than authorized sources, 
whereas 21 declined to answer as to the source of their lire, predicating 
their refusal upon their rights under article 31 of the Uniform Code 
of Military Justice. 

Most of the individuals whom we identified as having made direct 
unauthorized lira purchases were enlisted men. However, it was 
clear that a number of those were acquiring lire through unauthorized 
sources not on their own behalf but on behalf of officers for whom 
they were doing that favor. 

The Cuatmrman. Their superior officers requested them to do it, I 
take it? 

General Carroin. Their superior officers gave them money and 
asked them to get them some lire. 

[ Deleted. ] 

Continuing with what transpired there, sir, it soon became appar- 
ent to those of us who were engaged in this investigation that the 
acquisition of lire at unauthorized rates through unauthorized sources 
was quite widespread, that the individuals to whom we talked were 
only representative of those who had done likewise. 


CAUSATIVE FACTORS 


It was also indicated that from a causative factor standpoint that 
this was attributable first of all of course to the widespread variance 
that existed between the officially sanctioned rate and the very easily 
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obtainable free market or black market rate. Another causative 
factor was what we concluded to be the tolerance at command levels 
of the existence of a practice when it should have been known that 
this did pose a problem of substantial proportions. [ Deleted. ] 

They were not engaged in these transactions for the purpose of 
making commercial type profit. 

I think I should state too from the standpoint of causative factor 
that when the lire rate dropped officially from the 14 to 1 which pre- 
vailed at that time to 5.75 to 1, even though an attempt was made to 
compensate for the difference in rate by an increased station allowance, 
so far as the personnel in Turkey were concerned, uppermost in their 
minds was the fact that almost overnight they were required to ex- 
pend more than twice as many dollars to obtain the same amount of 
lire. 

This being so, there did spring up in the minds of the people a 
feeling that “they were being inequitably treated. This in turn led 
to a rationalization that there was nothing wrong in what they did, 
and consequently the deterrence which is normally associated with 
4 man’s conscience was missing in this instance. 

One of the factors which added very materially to the conditions 
that existed and certainly the confusion which prevailed in the minds 
of people was the fact that shortly prior to rotation from Turkey, 
it is legally permissible and it is a rather common practice for mili- 
tary and civilian personnel assigned in Turkey to sell with Turkish 
Government. permission on the Turkish economy household effects, 
automobiles and the like. 

In so doing, many military and civilian personnel with the Depart- 
ment of Defense and with other governmental agencies acquired sub- 
stantial amounts of lire shortly prior to their departure from Turkey. 
Under policies which prevailed in Turkey, individuals so acquiring 
lire with proper authority associated with the sales which they did 
effect. were permitted to exchange at the disbursing office of the Em- 
bassy 18,000 lire maximum, or at the 9 to 1 rate the equivalent of 
2,000 U.S. dollars. 

Since there is such a shortage of consumer goods in Turkey, there 
is a great market at favorable prices for consumer goods which are 
available for sale. 

Consequently many people acquired lira in excess of the $2,000 
worth which they were permitted to turn in at the Embassy dis- 
bursing offices, thus having in their possession other quantities of 
lira which did them no good since they were leaving Turkey, and 
under Turkish law they were prohibited from taking more than 100 
or approximately $10 worth of lira out of the country. 

As a result, a practice sprung up where such individuals, being 
possessed of lira beyond their utilization capacity, did sell to com- 
patriots at a favorable or close to the free market rate. 

Now, this was clearly prohibited by policy which emanated from 
the mbassy. It was not so clearly prohibited i in military oe 
ing regulations. Confusion did exist on this point, and I think i 
clear that there is nothing intrinsically wrong with exchanging cur- 
rency among ourselves. What existed here was a prohibition which 
should have heen complied with but which was not. This represented 
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the source of much of the unauthorized lira acquired by individuals 
in Turkey to defray their expenses. 


[ Deleted. ] 
STATE DEPARTMENT ROLE IN CASE 


Senator Mansrtetp. Did you interview Consul Donald Eddy or 
Vice Consul Byrne while you were there ? 

_ General Carrot. I interviewed Consul Eddy, sir, on several occa- 
sions, 

Senator Mansrtexp. I believe in that Time article you referred to 
there was some allegation made by one or more of these sergeants 
against Vice Consul Patricia Byrne; is that correct ? 

General Carrotu. I know there were certain assertions made. I 
don’t recall whether it was in that particular Time article or whether 
it was associated with certain incidents that transpired at the trial of 
the sergeants, but I do recall there were some assertions made; yes, 
sir. 

Senator Mansrrevp. I am not sure it was in Time but it was ina 
public print. 

General Carrouu. Yes, sir. 

Senator Mansrievp. And it did have to do with the trial. And I 
wonder if the Secretary could enlighten the committee on that point ? 

Mr. Jones. As I recall, there was an article in Time in which there 
were references to this Vice Consul, and the clear implication that 
she had not done what she should do for an American citizen in jail. 

Senator MansFretp. What is the reaction of the State Department 
to that allegation ? 

Mr. Jones. We feel, sir, that the consulate at Izmir behaved en- 
tirely correctly throughout this affair. 

Senator Mansrtetp. The consul and the vice consul. 

Mr. Jonrs. The consulate as a whole, sir. 

Senator Mansriexp. In other words, so far as the Department of 
State is concerned, they have a clean bill of health based on the activ- 
ities which under law they were pursuing in acting as observers and, 
in a sense I suppose, as intermediaries covering this trial. 

Mr. Jonss. Yes, sir. 

Senator Mansrietp. They were correct ? 

Mr. Jongs. Yes, sir. 


LOCAL OR INTERNATIONAL OPERATION 


Senator Witii1amMs. Was there any indication that this might be 
larger than just a local operation, that it might be a part of an inter- 
national operation ? 

General Carrot. From the standpoint of international ring ex- 
ploitation ; no, sir. 


[ Deleted. ] 


ARTICLE 31 OF UNIFORM CODE 


The Cuarrman. General, the operation of article 31 in the Military 
Code came as quite a shock to me. I did not realize it existed and I 
still am puzzled about it. I thought the military were in a little 
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different relationship than an ordinary citizen to the civilian govern- 
ment. I had thought that would be necessary in order to maintain 
discipline. This is one thing that disturbed me. 

[ Deleted. ] 


EFFECT OF CASE ON RELATIONS WITH TURKEY 


General, I would like to say this and ask your comment. The 
thing that disturbed this committee was, first, the effect of these 
activities upon our relations with Turkey, a friendly country. I can 
well understand why they are very reluctant to make much of this 
because they are such large recipients of assistance from this Govern- 
ment. 

I am sure it did embarrass them both ways. It embarrassed them 
to be accused of medieval justice on the one hand, and on the other 
hand it embarrassed them simply because they are recipients and 
very close friends. That involves this committee particularly. 


REMEDY PROPOSED 


Second, what disturbed me is in a field in which we don’t have re- 
sponsibility, and that is the question of maintaining discipline in our 
Armed Forces. This is not directly our responsibility, but the Armed 
Forces are an integral part of our whole defense and foreign rela- 
tions posture. Thirdly, I wonder if you have any suggestion as to 
remedies to minimize this. 

I say this because I have introduced an amendment for the con- 
sideration of the committee—and I would hope with the recommen- 
dation of the administration—as to a possible means of minimizing 
the recurrence of this in the future. 

Very briefly, the amendment gives authority to the chief of mis- 
sion of each country to make regulations with regard to that coun- 
try—regulations that could be pinpointed to the conditions in each 
country—to pay the personnel in the local currency rather than mak- 
ing available to them their full amount in dollars. 

General Carron. Well, sir, I think there are a number of related 
considerations that would have to be thought of in connection with 
that. First of all, the problem is always going to exist to one ex- 
tent or another so long as there is an artificially pegged exchange rate 
where we have vast numbers of our personnel on active duty. 

The CuHarrman. I recognize that, sir. 

General Carrott. So, so long as we do have that vast variance be- 
tween an officially sanctioned rate and a readily and easily acquired 
black market rate, a problem is going to exist. 

I do believe that one of the contributing problems that existed in 
Turkey was that a practice unfortunately had sprung up over a pe- 
riod of time which was certainly not in consonance with what the 
official rules and regulations stated. 

This in turn of course occasioned a lack of proper indoctrination 
and a conveying to the minds of the people the fact that these rules 
are truly meant to be followed. That situation has been changed 
now, sir, and I do think that a much more healthy attitude prevails in 
Turkey, and above all, there has been undertaken a very intensive in- 
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doctrination program not only to make sure that military personnel 
are cognizant of their responsibilities to comply with regulations and 
the fact that in the event that they don’t that they will be subjected to 
disciplinary action, but also to insure that they have an enlightened 
concept as to their responsibilities as American citizens and repre- 
sentatives of the Department of Defense. 


CHANGE IN UNIFORM CODE NOT ADVOCATED 


The Cuatrman. Do you think any change in article 31 might be in 
order to strengthen the power of discipline of the Armed Forces. 

General Carrott. I am sure there would be others who would be 
far better qualified to discuss this than I. I could give a personal 
opinion. 

The Carman, I would be interested in your personal opinion. 

General Carroti. No, sir; I do not. Actually article 31 1s an in- 
corporation within the code of the fifth amendment privilege which is 
accorded to all citizens. In the main this is applicable in relation- 
ship to a judicial process which has come about in this country and 
of which we are proud. 

I don’t think that it is abused normally speaking within the frame- 
work of the military exercise of judicial activity. This is a very 
peculiar case here. 

While article 31 was taken in this instance, it was through the re- 
lief from command and the taking of action with relationship to 
effectiveness reports that this factor may be considered in connection 
with any future promotions. 


PROBLEM ARISES WHERE DIFFERENT RATES OF EXCHANGE EXIST 


The Cuatrman. Have you been acquainted with any similar cases 
to this, in your experience? 

General Carrott. Black market cases? Yes, sir. 

The Crarmmay. Is this fairly common in other countries where this 
difference in the rates exists? 

General Carroty. This gets into a personal observation area, sir. I 
would say that in every country where we have comparable condi- 
tions at comparable periods of time there is always such a problem. 

A problem of this type existed in Germany after World War II. 
It existed over in the Far East, and I think it important to note that 
in particularly the incipient stages of the problem, it comes about be- 
‘ause our people are frequently subjected to serious inequities in en- 
deavoring to get a dollar return for a dollar expended, because they 
are being made to accommodate themselves. 

As time goes on, the situation tends to change and pretty soon a 
tolerance of violations is replaced by an insistence upon adherence 
to regulations particularly by the local authorities and a situation 
such as existed in Turkey comes to 

Mr. Forman. I would like to add 0 one further comment, We have 
incidents of violations of economic laws, covering the broad gamut, 
even in countries where we don’t have a problem of a difference be- 
tween the pegged rate and the free market rate. 
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This is a problem which is engendered by human nature. I have 
the most recent figures of incidents in violation of local economic laws 
for the past calendar year worldwide—of incidents subject to the 
jurisdiction of foreign courts. In Canada, for example, we had 14 
even though there is no problem on the exchange rate in Canada. In 
the United Kingdom there were 61, Italy 35, Japan 62, France 29. 
In short this problem arises even where not attributable to currency 
rates. [ Deleted. ] 

Senator Mansrie.p. Mr. Chairman, I would like to say that I cer- 
tainly appreciate the frank testimony that General Carroll and Mr. 
Forman have given this morning. I can see where there is a problem 
involved due to fluctuations in the currency. I would like to ask this 
question. 

How does the monthly salary or wage of an American sergeant com- 
pare with his Turkish counterpart ? 

General Carrot... I don’t know exactly —— 

Senator Mansriexp. There is a tremendous difference ? 

General Carroiu. Yes, sir. 


SALES OF PX AND HOUSEHOLD COMMODITIES 


Senator Mansrre.p. And in addition, the Americans overseas have 
their PX’s? 

General Carroti. That is right, sir. 

Senator Mansrievp. From which they buy goods at fairly reason- 
able prices. Isn’t it true that there is a good deal of black marketing 
activity in many countries, perhaps including Turkey, based on pur- 
chases in the PX’s which are in turn sold outside illicitly and usually 
for considerable gain ? 

General Carrot. There have been a number of such instances, 
yes. 
Senator Mansrietp. The chairman mentioned an amendment which 
he had before the committee. I would point out in that respect that 
the State Department, at least—I am sure the military in certain in- 
stances, too—has been able to work out agreements with the host coun- 
tries. In Vietnam, where the legal rate is 35 piasters to 1, the Em- 
bassy has an agreement with the South Vietnamese Government for 
the exchange of piasters at a rate of 70 to 71 to the dollar. 

Mr. Barrows. Yes, sir; that however was not devised primarily for 
this purpose. This is one of the incident consequences. 

Senator Mansrietp. I am not talking about this purpose. It was 
to bring the American dollar more in line with the actual value of the 
plaster and get away from this legal rate which did not justify an ex- 
change on that basis. It has been done previously in Poland, because 
I was in Poland in 1946 or 1947 at that time. There was an agree- 
ment made between the Embassy whereby a pegged rate would be 
used in transforming the American dollars into Polish currency. I 
am sure it has been done in other places as well. 

I am wondering if perhaps a system like that should not be taken 
into consideration and agreements worked out between the military, 
ICA, State Department, USIA, and other agencies of the Govern- 
ment with the host government so that. a more realistic exchange 
could be used on a specialized basis. This has happened in many 
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countries throughout the world. It is an idea that’ you could do 
something about. 

You mentioned the fact that it is legal in Turkey—and it is being 
done there to a considerable extent—for people who are being re- 
turned home to sell their automobiles, their refrigerators, etc. On 
this basis they achieve surplus lire which in turn they sell to people 
who in turn sell it back. 

Some years ago there was quite a situation like that in Karachi. 
I think it involved both civilian and military personnel. I believe 
that situation has been cleared up, so that it is no longer legal for 
American employees who are on the way home to sell their assets, 
without controls, at high, inflated prices; is that correct? 

Mr. Jones. It is my understanding that the situation in Karachi 
has been cleared up and we are operating on a satisfactory basis. 

The exact form of the resolution of the problem I am not aware of. 

Senator Mansrievp. How does that work in Vietnam, Mr. Barrows? 

Mr. Barrows. Most of the things in demand, of course, are durable 
goods, and the way it is protected there is by requiring an individual 
who sells an item to pay a tax, which amounts to an exchange equaliza- 
tion and takes the excess profit out of the transaction. At the time 
I left there, for example, nothing that I am aware of could be sold 
advantageously. You could just about get what you would get if 
you brought it home. 

General Carroui. I might mention that in Turkey, too, there is a 
similar type control exercised by the Turkish Government, and these 
sales can be accomplished only with the permission of the Turkish 
Government, and subsequent to arrangements being made to pay 
import duties on those items which they feel should be susceptible 
to import duty. 

Senator Mansrtetp. I emphasize, General, that you had stated it 
was legal to sell these assets. The trouble came in when they acquired 
surplus lire in excess of those which they could dispose of legally. 

General Carroiy. Yes, sir. 


USE OF SWISS BANKS 


Senator Mansrietp. On the basis of your investigation, did you 
find that some of these individuals had sizable sums of money in 
Swiss banks? 

General Carrouu. [ Delcted. ] 


MILITARY FIFTH AMENDMENT 


Senator Mansriexp. One thing that surprised me was the use of the 
fifth amendment in the Army. I had never heard of it before. This 
is the first time it has ever come to my attention. I think that. was 
also the reaction of the rest of the committee. It was the first time 
that the committee, as.a whole, ever knew that the fifth amendment 
applied in the Army. 

also want to get the record clear as far as the vice consul, Miss 
Patricia Byrne, is concerned. I do not know her, but, on the basis of 
the public press, she seems to have been accused in such a manner 
that she did not have much of a chance to defend herself. I would 
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hope that the State Department keeps in mind that if this young 
woman and her superior, Consul Donald Eddy, acted correctly, they 
willbe given full credit and due consideration. That is all. 

{ Deleted. ] 


QUESTION OF EXECUTIVE PRIVILEGE EXERCISED ON CARROLL REPORT 


The Cuarrman.. This brings up one other problem. 

I want to ask General Palmer—I believe you are the proper one 
to ask—regarding the assertion of executive privilege about General 
Carroll’s recommendations. Are you the proper one? 

General Parmer. I am sorry, sir, I am only in the military assist- 
ance business. Maybe Mr. Forman, who is legal counsel here—— 

The Cuarrman. Very briefly, I first. wrote to the Secretary of De- 
fense about this report last October. It was about 2 months before 
I received any kind of reply. That reply I consider rather unsatis- 
factory.. It gave various excuses for not submitting the report; but 
then. we had a further exchange of correspondence. There is quite 
a file with the Department of Defense. 

Mr, Forman, Yes, I have it with me. 

The Cuarrman. I now understand that the Defense Department 
intends to assert executive privilege in order to deny this committee 
the Carroll report recommendations. 

They have supplied us with the condensed report and offered to 
make available the other material upon which it was based, except 
for the recommendations of General Carroll. 

How do you justify the assertion of executive privilege in this in- 
stance ? 

_Mr. Forman. It is my understanding that the Secretary of Defense 
is the one who made that decision. It. is justified, as I understand it, 
as being in accordance with previous directives of the President as to 
what should be released and what should not be released. The Presi- 
dent has directed that recommendations of subordinates to superiors 
advising as to the action that should be taken by the superior are not 
to be released. 

Now, in this connection, I might say that General Carroll was told 
before he came up here that he was perfectly free to answer any ques- 
tions that the committee might ask him as to his own opinions and con- 
clusions and what he might recommend to be done. The only thing 
he could not answer specifically was “What did you say to General 
Norstad?” but he might answer anything else perfectly frankly and 
openly. 

WHO CAN CLAIM EXECUTIVE PRIVILEGE 


The Cuarrman. I am under the impression that the executive privi- 
lege is personal to the President and if he wished to assert it you 
should have a letter to the committee for purposes of the record. 

Mr. Forman. I believe that point as to whether it is personal to the 
President has been mooted between the executive branch and the Con- 
gress in recent years. There have been a number of hearings on the 
point. However, even with functions which are regarded as personal 
to the President, functions which are specifically vested in the Presi- 
dent by the Constitution or by statutes, it has been held for years that 
except for a certain limited number of functions, mainly falling into 
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the category of judicial or quasi-judicial action by the President, the 
President might delegate his functions to his immediate subordinate 
officers. Indeed, I would suppose that the operations of the Govern- 
ment could not function otherwise, if the President had to make every 
decision personally. ; 

Senator MansrieLtp. You mean on the question of executive privi- 
lege? 

Mr. Forman. I mean generally on matters, functions which are 
vested in the President either by the Constitution or by statute. 

Senator Mansrie.tp. How would you answer that just in relation to 
the question of executive privilege ? 

Mr. Forman. On executive privilege I believe it is the executive 
branch’s position that certainly Cabinet officers, as was the case here, 
may exercise or claim the privilege on behalf of the executive branch, 
proceeding in accordance with directives of the President as to the 
circumstances and types of cases as to which executive privilege should 
be claimed. 

Senator Mansrrevp. I would like to call, Mr. Chairman, your at- 
tention to the fact that last year this committee approved and the 
Congress approved an amendment which stated that if we requested 
evaluation reports of the ICA, we had to get them or a letter signed 
by the President within a 35-day period setting forth the reasons 
why we could not. We wrote three times for the Vietnam evalua- 
tion report. The third time we got it with a few deletions. I won- 
der if what we did in that respect would not apply to the question 
which I raise at the present time? 

The CuarrmMan. That was one of the precedents I had in mind. I 
thought unless the President wishes to assert executive privilege, the 
administrative agencies do not have that power at their discretion. 

Mr. Forman. In effect, sir, I think the President has asserted it 
by saying that you shall not give to the Congress or to the courts 
the recommendations made by subordinates to superiors. For exam- 
ple, he has said on repeated occasions that NSC documents, or mat- 
ters discussed in the NSC, cannot be released. I don’t think you have 
to go back to the President every time a request is made for a specific 
NSC document and say to the President “Do you mean this document 
also?” 

The Cuarrman. This is a rather unusual case, don’t you think? 

Mr. Forman. You mean this particular report, sir? 

The Cuatrman. Yes. 


PRINCIPLE BEHIND EXECUTIVE PRIVILEGE 


Mr. Forman. Well, the application of the principle is I don’t think 
unusual. It has applied in other areas to other reports. This is 
particularly true—I don’t want to get General Carroll involved in 
his present capacity as Inspector General—particularly true in the 
area of Inspector General reports, which are in effect personal re- 
ports made by the Inspector General to the head of the Department. 

Now as to the facts in these reports, we stand ready and have re- 
peatedly so stated as a general proposition that we are ready to fur- 
nish all the facts. We have no desire to hide the facts from the Con- 
gress. The only thing we are concerned about is the possibility of 
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getting into extended debate as to why a superior does not do what his 
subordinate recommends that he do. This impinges both ways, on 
the freedom of decision of the superior and also on the freedom of 
action of the subordinate to make recommendations. 

The Cuarrman. General Carroll, I don’t wish to close this hearing 
without complimenting you on the nature of the record. 

When I heard you I was impressed, although I am not greatly ex- 
perienced in these matters. I was impressed by the clarity and what 
seemed to me the thoroughness of your report here today and of those 

rtions of your written report which the committee was allowed to 
Se. It was a very good report. 

General Carroutu. Thank you, sir. 


CONCERN OVER TREATMENT OF SERVICEMEN ABROAD 


The Cuarrman. I was disappointed in not knowing what you rec- 
ommended might be done to minimize these temptations and the con- 
tinuation and recurrence of this kind of activity. 

I may say that the reason I was particularly disturbed is that I re- 
ceive a number of letters from good citizens in my State and others to 
the effect that as chairman of the Foreign Relations Committee I 
ought to do something about this alleged terrible mistreatment of our 
fine young boys abroad. 

They were very disturbed. They were taken in by these statements. 
We have had violent controversy on the Senate floor over the status 
of forces treaties, on the fear that our boys would be mistreated. 
This is kind of a carryover. You know there has been great objec- 
tion to the status of forces treaties. I, of course, did not know the facts 
at first, and it makes us look pretty foolish to be taken in by such 
stories. 

And then our relations with these countries are involved. I think 
it is a great problem in all countries to have foreign troops stationed 
there, in Germany, Turkey, or any place else, and it is a terrible prob- 
lem to keep them in hand. 

I have great sympathy with soldiers too. I know they are in cir- 
cumstances where there are many temptations. They have many rea- 
sons to be homesick and there are many complications. I think it is 
our duty to do anything we can to minimize the temptations to con- 
tinue this. 

General Carron. Yes, sir. 


ALLEVIATING CONDITIONS LEADING TO TEMPTATIONS 


The Cuarrman. I thought your report was very clear as far as I 
am concerned. Would you be willing to volunteer any suggestions 
as to what you think might be done to minimize these conditions so 
that we can keep this from recurring? I know you can’t absolutely 
keep it from recurring but we can keep it within bounds. Is there 
anything this committee can do by way of regulations or laws? 

ave you any suggestions before we recess ? 

General Carroui. Perhaps I could best sum up my reaction in this 
respect, sir, by stating that the action that was taken by CINCEUR 
on my report was in full consonance with the recommendations that 
Thad made. 
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In the subsequent followups that have been made to determine the 
effectiveness of those actions, we are given a reasonable assurance 
that we are on the right track to bring this within a reasonable full- 
ness of control. 

Obviously so long as conditions which are conducive to temptation 
on a large scale continue to exist, we are going to have occasional de- 
viations from the path of rectitude. 

The Cuatrman. Oh, I know it won’t be absolute. 

General Carrot. But the controls are in effect and what is most 
important to my mind is the complete indoctrination of the individ- 
uals relative to their responsibilities not only as to what they are but 
why they exist, so that we can get more than a requirement for blind 
obedience, but rather for an understanding abiding by these require- 
ments. 

The Cuatrman. Do you know whether or not similar provisions in 
other areas of the world are being put into effect? I mean not just 
in Turkey, but respecting the Army or the military forces in Korea 
and other places? Are they aware of all of this? 

General Carrot. Having spent the last few years in Europe sir, 
I am not qualified to discuss current conditions in other areas. 

The Cuarrman. The controls ought not to be confined to Turkey. 
I think this experience shows that we ought to be very careful to try 
to find and stop abuses if they are going on in these other areas. Iam 
quite sure this type of activity would be going on in other areas. This 
PX business is somewhat related to it. I think it is the source of a 
great deal of ill will because of the advantages it gives our forces 
overseas. 

General Carroiy. Yes, sir. 

The CratrmMan. Well, I appreciate your taking the time to come 
here and inform the committee as well as you have. 

Are there any further questions ? 

Does anyone else wish to volunteer anything at this moment before 
we recess ¢ 

Mr. Jones. [ Deleted. | 


PUBLICITY OF TREATMENT OF U,8, SERVICEMEN 


The Cuairman. It seems to me, General, that it would be healthy 
for our long-term relations [deleted] if you or the proper. authority 
would make a clear statement that would receive proper publicity 
along the lines you have stated to this committee. [ Deleted.] 

You never know when this will come up again. Somebody may get 
up on the Senate floor and use this as an allegation that the status of 
forces provisions ought to be amended. I think the Army should not 
cover up at all on matters of this kind. I think they ought to be very 
frank about just what the facts are. 

General Carroin, Well, sir, I think first of all, we must bear in 
mind that the particular issue involved here as to whether mistreat- 
ment did or did not occur is presently under process of being resolved 
in a proper judicial forum in a duly constituted court in Turkey, 
now. 

The Cuarrman. Yes. 
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General Carroui. I would defer to my peer’s judgment on this but 
I would assume under those circumstances it would hardly be appro- 
_ for us to make any comments that might be prejudicial to that 
trial, 

Mr. Forman. The two trials intimately relate to each other. The 
trial on brutality is related to the trial for the black market viola- 
tions in that it is alleged that confessions offered in evidence in the 
black marketing case were obtained by coercion and beating, and 
therefore are valueless as evidence. 

Accordingly, we are not in a position to state what our opinion is 
on whether or not there were such beatings without directly having 
an impact on the possible outcome of the trial on the black market- 
ing. I would also like to state that this unfortunately is a situation 
we in Defense are continually faced with in all of these status of 
forces matters. 

I think the Girard case of a few years ago was a striking illustra- 
tion of that. The Pentagon took a beating on that case. We knew 
what the facts were as they were ultimately shown to be in court in 
the Japanese trial. Unfortunately we had to refuse to reveal the 
facts to the press despite the unfavorable publicity we were getting, 
because obviously it could have prejudiced the outcome of the trial 
in Japan. Hence we had to keep silent until the trial was over. 
This happens repeatedly and the present instance is just another one 
of those cases. 

The Cnarrman. Did you, after the trial was over, give a public 
statement ? 

Mr. Forman. In the Girard case ? 

The CHarrMan. Yes. 

Mr. Forman. It was unnecessary by then because the trial fully 
brought forth the facts and the trial was well attended by press of 
the United States and the news services. 

The Cuarrman. I know unfortunately the truth never catches up 
with the first story, but I hope when these trials are concluded that, 
regardless of what the court finds, our own military will indicate its 
understanding of the situation. 

For our relations in this country and with Turkey, I think it would 
be very good public relations to make that as clear as you possibly can. 

General Carrott. [Deleted.] ‘ 

The Cuatrman. I think a statement in accord with what you say 
would be a very helpful one at the proper time. y 

General Carrouu. Yes, sir. 

The Cuatrman. An accurate statement in the terms you say is all 
I would expect. I apologize for keeping you so long. 

General Carroti. Thank you, Mr. Chairman. 

The CHatrmMan. We will adjourn until 2:30 this afternoon. 

(Whereupon, at 1:10 p.m. the hearing was recessed until 2:30 
p.m. of the same day.) 

AFTERNOON SESSION 


The CHarrman. The committee will come to order. 
. This afternoon we are to hear the Honorable John M. Steeves, Act- 
ing Assistant Secretary of State for Far Eastern Affairs, accompanied 
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by his colleagues from the Department of State and Department of 
Defense. 

Mr. Steeves, we are very glad to have you, and we look forward to 
your testimony. 


STATEMENT OF JOHN M. STEEVES, ACTING ASSISTANT SECRETARY 
OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Sreeves. Mr. Chairman, and members of the committee, I may 
say that it is a privilege for me to be here today. I have here as my 
associates Mr. Roseman, of ICA, and Admiral O’Donnell, of the De- 
fense Department. 

Mr. Chairman, I do have a prepared statement. 

The CHarrmMan. Would you care to read it? 

Mr. Steeves. Yes; I would be glad to read it. 

The Cratrman. All right. 

Mr. Srreves. Assistant Secretary Parsons is unable to be here today 
because he is en route home from a conference in Baguio, the Philip- 
pines, of the chiefs of our diplomatic missions in the Far East. It 
is therefore my privilege to appear in his stead before this committee 
in support of the Mutual Security Program. 


OVERBEARING PRESENCE OF RED CHINA 


The Far East extends from Japan and Korea on the northeast 
through China and Southeast Asia around to Burma and down 
through Indonesia to Australia and New Zealand. Well over a third 
of the people on earth live in this area, more than 650 million in Com- 
munist China, North Vietnam, and North Korea, and 350 million in 13 
countries of the free Far East. These free countries are distributed on 
islands and peninsulas around the central heartland of Communist- 
controlled China. This fact is a constant preoccupation for all these 
countries as indeed it is for us, too. 

It is our aim to help preserve the hard-won independence of these 
countries and to assist them in their aspiration for a better life for 
their peoples. We have long considered these aims to be important in 
our own broad self-interest but we also value our cordial and coopera- 
tive relations with these peoples for other, less materialistic reasons. 
The harsh reality, however, is that they are menaced by the overbear- 
ing presence of Red China whose leaders are dedicated, in the words 
of the titular chief of the Peiping regime, Liu Shao-chi, “to * * * 
transform the present world into a Communist world.” * 

Given the disparity in population, the peripheral position of the 
free countries of the area, their lesser material strength and, for most 
of them, their newness, it is obvious that a grave imbalance of power 
exists in the Far East. It is our countervailing presence which re- 
dresses this imbalance and it must continue to do so. Nowhere, I 
venture to say, does the presence, prestige, and power of the United 
States play a more vita! role than in this area. In addition to the 


powerful U.S. protective umbrella comprised of our land, sea, and air 


forces, a key instrument, in fact the indispensable instrument, in our 
relative success to date has been the Mutual Security Program. 


1 Liu Shao-chi, “How To Be a Good Communist,” 1951. 
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CHANGES DURING LAST DECADE 


In this pivotal year, at the close of a turbulent decade, I would 
like briefly to look first at the past, to see where we have come with the 
help of this program, and then at the future in an effort to foresee 
something of the nature and dimensions of the challenge ahead in the 
1960’s. We might take this look in the context of a question, “Have 
we reached a turning of the tide in the Far East?” 

Looking back to the early 1950’s, the picture was anything but prom- 
ising. Following the conquest of the mainland by the Chinese Red 
Army, there were the devastating war years in Korea and on the 
Indo-China peninsula where it appeared then that the Communist 
aggressors would control the whole area. The turbulence of those 
years was also marked by Communist terrorism and armed insurrec- 
tion in such countries as Indonesia, Burma, Malaya, and the Philip- 
pines. Prospects for the Government of the Republic of China were 
precarious and, of course, Japan had not yet recovered its vitality 
and strength. These were the unpromising circumstances which faced 
the forerunners of the Mutual Security Program. The atmosphere 
was one of crisis and the constant threat was direct and indirect ag- 
gression. Hence the emphasis of U.S. policy was on security, to be 
attained through the support of local forces, through the creation of 
a defensive base system backed by our mobile military power and 
through the negotiation of bilateral treaties of mutual security and 
the multilateral ANZUS and SEATO. These countermeasures fol- 
lowed rather than preceded the repeated aggression of the Communists 
on both the northern and southern flanks of Communist China and in 
the Taiwan Strait. 

We take satisfaction that there has been no further alienation of 
territory to the Communists, that Communist probes in 1958 in the 
Taiwan Strait and in 1959 in Laos were damped down and that Com- 
munist terrorism in the countries of the area has been largely elimi- 
nated. Although the activities of Communist China in all border 
areas indicate that stabilization is inimical to its objectives, stabiliza- 
tion has nonetheless been substantially achieved. 

The checking of the floodtide of Communist territorial expansion 
was accompanied by important political and psychological changes in 
many countries of the area. At the outset of the decade, former co- 
lonial peoples looked askance at the Western powers whom they 
identified with their former exploitation and felt a certain affinity for 
the Communist powers whom they tended to identify with the cause 
of nationalism. 

In the last. several years, however, the Chinese Communists, through 
various ill-judged acts, including their political and economic inter- 
ference in Japan, their belligerent action in the Taiwan Strait, their 
utter suppression of Tibet despite written guarantees, and their pres- 
sures upon India and Indonesia, have cast away the favorable image 
of themselves which the new countries of Asia had previously held. 
Increasingly the proper distinction is being drawn between the moti- 
vations of the free world and the Communist world. None of these 
countries would now voluntarily accept Communist solutions. Since 
the Quemoy crisis the governments and, to an increasing extent, people 
in the Far East have become aware of the relationship between Amer- 
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ican policy toward Red China and their very survival. The presence 
of the United States, its readiness to support its allies, and its demon- 
strated ability to do so promptly have helped to instill a new confi- 
dence. ‘This has brought a degree of consolidation and progress 
which would have seemed foolishly optimistic in the early years of 
the decade. 

ROLE OF THE MUTUAL SECURITY PROGRAM 


The Mutual Security Program has been a vital instrument of policy 
during this decade of crisis and survival. At the close of the decade 
we may, I think, affirm that there has been a favorable turning of the 
tide in the free countries of the Far East, both from the standpoint 
of checking Communist expansion and from that of the psychology 
and attitudes of their people. 

These developments have, of course, implications for our future 
programs which must and will be considered. However, it is first nec- 
essary to consider whether within Red. China and the other Com- 
munist-controlled areas there has also been or is in prospect a turning 
of the tide in our favor. 


NO FUNDAMENTAL CHANGE OF COMMUNIST TACTICS 


Let us ask ourselves if there has been any alteration of Chinese Com- 
munist objectives or any mellowing of its methods. At Warsaw, in 
our ambassadorial talks, there has been consistent refusal to renounce 
the use of force in the Taiwan Strait. Over Peiping radio there come 
repeated demands for the United States to leave the western Pacific. 
There also come repeated heated charges that we are seeking to create 
“two Chinas.” Repeatedly the Chinese Communists revert to tactics 
of bluster and threat as they did in January when the Japanese signed 
with us the new Treaty of Mutual Cooperation and Security. We 
may in future expect tactical shifts from time to time, but any funda- 
mental change in Communist strategy is unlikely. We should recog- 
nize that there has been no favorable turning of the tide in Communist 
Asia so far as intent, attitudes or methods go and none is in prospect. 

Looking ahead it is also pertinent to assess, first, the solidarity of 
the Sino-Soviet alliance in the light of their respective national in- 
terests and, second, the prospects for continued growth in the military 
and industrial power of the Red Chinese regime. 

On the first question, it seems evident that up to the present’ the 
forces making for continued solidarity, a common ideology, the shared 
goal of Communist world domination, and the advantage which each 
partner derives from having a powerful ally at its rear, are of over- 
riding importance. Although Moscow speaks currently in terms of 
“peaceful coexistence” while Peiping talks in more bellicose accents, 
the Chinese Communists continue to recognize openly Soviet leader- 
ship of the Communist camp. They continue to derive new increments 
of military and industrial strength from massive Soviet assistance. 
However, the frontier between Russia and China is not like our un- 
defended border with Canada; the ancient Great Wall of China may 
one day have implications in the modern world which also has its 
barbarians. Recent tactical and doctrinal differences are in fact an 
interesting subject for discussion, particularly as projected toward the 
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future. It would be imprudent, however, to plan on any assumption 
other than a continuance of the present solidarity of the Sino-Soviet 
axis. 

It is when one considers prospects for future growth of Communist 
China’s power that the continuing importance of the Mutual Security 
Program becomes yet more evident. 


COMMUNIST CHINA’S ECONOMIC GROWTH 


A comparison of Communist China’s growth with that of the Soviet 
Union during their first two 5-year plans—1928-37 in the case of the 
Soviet. Union and 1953-62 in the case of Communist China—is en- 
lightening.. Total Soviet industrial output in the decade of its first 
two 5-year plans increased by about 130 percent, while on best avail- 
able estimates Chinese Communist output will have increased by 300 
percent during a comparable period. Growth in Soviet steel produc- 
tion was fourfold to 17.7 million tons while the comparable increase in 
China is about eighteenfold to a projected 25 million tons by 1962. It 
seems clear that in the years ahead, in terms of overall economic 
growth and especially in heavy industry, Communist China could 
become one of the major powers. 

The rapidity of Communist China’s industrial development can be 
attributed in part to the ruthless organizational methods it has em- 
ployed and the total disregard for the human sacrifices involved for 
the sake of economic gain, and in part to the massive economic assist- 
ance it has received from the Soviet Union. Two hundred and eighty- 
nine complete industrial plants have been or are to be furnished 
Communist China by the Soviet Union, and these plants form what 
Communist China calls the “hard core” of its entire economic develop- 
ment program. 

While many other factors enter into an estimate of national power, 
particularly in relation to capacity to wage modern war, the foregoing 

rovides sufficient indication that the free Far East will continue to 
ive for an indefinite period in proximity to a menacing neighbor with 
a formidable growth potential. It would be prudent. at the least to 
assume that the imbalance of power will, as in the 1950’s, have to be 
redressed from outside the area. 

Now the prospect outlined above is not necessarily one which will 
actually be realized over the decade, There is without doubt great 
weariness among the overworked and overstimulated masses of rural 
and urban China, There is discontent; there are dislocations of pro- 
duction and distribution. Above all, agriculture lags behind even 
the regime’s revised figures. The food problem may well vex Com- 
munist leaders for as long as they retain power and, when one con- 
siders that the Red army is derived from the peasantry, the potential 
threat to the regime becomes evident. Here again, however, it would 
be folly to base policy on the assumption of collapse. 


NO CHANGE IN COMMUNIST CHINA’S GOALS AND TACTICS 


Inasmuch as Chinese Communist leaders are intoxicated with their 
doctrinaire anticipation of success, it is not to be expected that they 
will soon desire to reach any form of accommodation or will see any 
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need to modify, except momentarily, their harsh attitudes. We must 
instead anticipate that the Chinese Communists will resort to force 
whenever it suits their purpose and that the threat of force (spoken 
or unspoken) will remain a major instrument of their policies. The 
rigid ideological conformity and discipline of the Peiping regime can 
result only in the maintenance of pressures and tensions and will in- 
hibit it from seeking genuine compromise on international issues. 
During these past several years Chinese Communist leaders have 
amply demonstrated to us, to their neighbors, in fact to the whole 
world their arrogant and aggressive attitudes. Whether in the War- 
saw talks or elsewhere, they confront us with only two alternatives 
of policy towards them. Either we must continue to do what is 
necessary to deter or defeat their aggression or we must make over- 
tures which would be regarded by them and by our allies as an indica- 
tion of weakness or weariness. It has, I think, become clear to most 
of us that this latter alternative would have the most grievous effects 
and would jeopardize all that has been gained in the free Far East 
in the 1950’s where, as I have said, we feel that there has been a turn- 
ing of the tide. There has been no ebb in Communist China nor can 
we safely proceed on the assumption that there is one in prospect. 


THE CHALLENGE REMAINS 


From the foregoing you will note that out of the experience of the 
1950’s we believe we are confronted with two somewhat contrasting 
situations. The situation of the free countries has improved, our 
relations with them have generally become closer and more under- 
standing, and the outlook is promising. On the other hand, the situa- 
tion with respect to Communist China is just as intractable as before 
and we must be prepared for the possibility of continuing and per- 
haps increasing challenge to us and to the free world countries of the 
area. At the heart of our task, then, is a continuing examination of the 
implications of both these situations for the future of the Mutual 
Security Program. We endeavor to keep this continually in mind 
in our longer term consideration of MSP planning, which is more than 
ever required if we are to meet the challenge of the 1960’s success- 
fully. 

FAR EAST MSA REQUEST 


Inasmuch as I am before you today to support the administration’s 
request for MSP authorizing legislation for fiscal year 1961 only, 
I will now devote the remainder of this statement to our current needs 
with but limited reference to longer term implications. A full ex- 
position of the details of the mutual security proposals by country 
will be found in the Far East regional book and the worldwide book, 
which have been prepared with great. care to provide classified and 
nonclassified information which we believe the committee requires. 

For the Far East, the total request is $1,231 million, of which $692 
million is for military assistance and $539 million is for economic and 
technical assistance. Of the latter amount, $493 million is for de- 
fense support, predominantly for Korea, Vietnam, and Taiwan to 
maintain their defense strength. 

For economic growth we are relying primarily upon the Develop- 
ment Loan Fund, which in 2 years has approved loans totaling $196 





i a ee a 


—, 


—- 
i. 


ot te 
or <4 


S tees 


Seo ec wy 


ti 








OP ES kh == 


G2 we 


So TF fet ase OS 


)- 


a 


MUTUAL SECURITY ACT OF 1960 313 


million in the Far East. The DLF expects to approve a substantial 
number of loans in the area in fiscal year 1961. 

More than half of the military assistance is directed to Korea and 
Taiwan to maintain and selectively modernize forces which are essen- 
tial to the forward defense strategy of the United States. This selec- 
tive modernization is urgently needed and is overdue. 

In the face of demonstrated Chinese Communist aggressiveness, 
there continues to be a threat to survival in the Far East. Accord- 
ingly, there must in our opinion continue to be heavy emphasis on 
the military aid and defense support sectors. I will be prepared, 
along with my colleague from the Department of Defense, to answer 
questions as to the rationale for levels of local forces, both in the di- 
vided countries—Korea, China and Vietnam—where large defense 
forces are clearly needed and in other countries where the utility and 
relationship of local forces to overall needs is less apparent. 


MILITARY ASSISTANCE PROGRAM IN FAR EAST 


At this point I would like to emphasize that the conventional forces 
of our friends and allies in the Far East provide an important meas- 
ure of immediate deterrence to Communist probes. They are, more- 
over, necessary if we are to continue to have a capability for flexible, 
graduated response to Communist probes such as we have witnessed 
these past 2 years. They provide a time cushion, not merely for the 
interval until mobile U.S. and other free world forces can be brought 
to bear, but for the effective use of diplomatic and psychological deter- 
rents. In the absence of such a time cushion the reaction to a Com- 
munist probe would be a choice between withdrawal and holocaust. 
But, with ready, trained, conventional forces present, the means are 
available to make a graduated flexible response until the degree of 
risk becomes greater than the Communist aggressor is prepared to 
accept. We thus believe that the maintenance of these conventional 
forces is an important element in free world efforts to preserve its 
integrity and the general peace. 

In the execution of the military assistance program in the current 
year, and in plans for fiscal 1961, stress has been given to decentraliza- 
tion of decisionmaking authority to the country team and regional 
unified command. Another noteworthy development has occurred 
in the country of our largest MAP program, the Republic of Korea. 
A determined effort by the Korean armed forces has resulted in 
marked improvement in supply and logistic management. 


DEFENSE SUPPORT 


An important segment of aid to the three divided countries of the 
Far East is in the form of defense support—56 percent of the global 
request—to help those countries carry the costs of their heavy mili- 
tary burdens. It is in these countries, with their former internal 
economic structures fragmented by demarcation lines, neutral] zones, 
or the Taiwan Strait, that support on a grant basis seems unlikely to 
be wholly replaced by loans. Nonetheless, even in Korea, China, and 
Vietnam, every effort will be made to emphasize economic reconstruc- 
tion concurrently with the provision of military assistance. 
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ECONOMIC ASSISTANCE 


We have long realized that mere survival is not enough for the free 
peoples of the Far East. They need to develop a vested interest in 
their future. Social and economic progress, rising standards of liv- 
ing, plus mature and stable national institutions are all necessary if 
their aspirations are to be met and if the Communist forced-draft 
methods of production are to continue to be rejected. Governments 
and peoples must be enabled to make progress adequate to maintain 
faith in themselves and in a society within traditional cultural and 
human values. Particularly in the light of the efforts which these 
countries are making to insure survival, the United States should con- 
tinue to give emphasis to the other major objective of the Mutual 
Security Program, economic development. Such an emphasis should 
be related to the turning of the tide in the free countries of the Far 
East. 

In the 1950’s the character of our economic support programs was 
strongly influenced by a recurrent “crisis” atmosphere. Governments 
were new and conditions were so insecure that there appeared to be 
constant danger that in some way or another communism might take 
over. Improvisation and what we have called “crash programs” could 
then be justified and they did, by and large, achieve results. Today, 
however, improvisation is less justifiable. Henceforth we can, I hope, 
relate our actions less and less to immaturity of national institutions 
and fear of imminent economic or political disaster and more to grow- 
ing stability and the long haul of patient economic development. Our 
programs in the Far East, now bolstered by the new instrumentality, 
the Development Loan Fund, henceforth will be considered more and 
more in this light. 

There are certain situations where impact projects are still neces- 
sary to assist governments in convincing their people that free world 
aid, in distinction to available Sino-Soviet aid, is helping them and 
does produce results. By and large, however, I believe that we should 
increasingly pay attention to basic undertakings which will help gov- 
ernments, now fully alert to the dangers of communism, to make eco- 
nomic progress at a pace which will remain ahead of their people’s 
material expectations and will not tempt them to resort to revolution- 
ary social changes. We should, of course, spare no effort to develop 
our programs in a manner as responsive as possible to local psychology 
and needs. This requires unremitting effort on the part of our offi- 
cials to understand the viewpoint of local leaders. The effort can be 
aided at times by institutional arrangements which give a true part- 
nership flavor to our programs. Quite apart from concrete results of 
these programs in improving the well-being of Asian peoples there 
is a byproduct of incalculable value if they come to feel that we are 
truly interested, as I believe we are, in their aspirations and in their 
success, They devoutly aspire to economic eplipensdanos as well as 
political independence, and it is our aim to help them in this regard. 

In planning economic support in this part of the world, whether 
we are dealing with time or techniques, we should remember that 
there is a basic difference between our past efforts in Europe and our 
current efforts in the Far East. In Europe the task was rehabilitation. 
In Asia, it is a task of creation. In Europe we worked with mature, 
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advanced nations in a well-integrated central region. In the Far 
East, we are working in what is not truly a region at all and chiefly 
with new countries who have had ev erything to learn for themselves. 


NEW APPROACH TO TAIWAN 


Our aid concepts in the Far East in the developmental period of the 
1960’s will require thoughtful review. This process has already be- 
gun. One place where we are ready to agree to a new approach is 
Taiwan where the Republic of China has made such notable progress 
that despite the inescapably heavy defense burden, new strides toward 
economic viability seem possible. 

On Taiwan a sound economic foundation now exists and provides 
a basis for major economic development. The population is literate, 
energetic, and resourceful. A good transportation system and im- 
proving power supplies are available. The Government is especially 
aware of the need for an economic breakthrough both to maintain 
stability and to demonstrate what can be achieved by free Chinese in 

contrast to the totalitarian mainland regime. 

The proposed economic aid program for fiscal year 1961 combines 
the use of defense support grants and DLF loans to help the Chinese 
Government put into effect the difficult economic decisions required 
to accelerate investment, while at the same time maintaining heavy 
ee burdens. These decisions include close scrutiny of the mili- 

tary budget, adoption of noninflationary fiscal and credit policies, tax 
reforms to encourage investment and savings, uniform and realistic 
exchange rates, liberalized foreign exchange controls, and a reduction 
of gov ernmental activities competing with private enterprise. This 
Chinese action will contribute significantly to the establishment of an 
investment climate attractive to domestic and foreign capital and will 
make possible greater growth than Taiwan has thus far achieved. As 
free China deve elops g greater strength, it will be able to carry a larger 
share of costs both of its military ‘establishment and its civilian econ- 
omy. This will permit reductions in U.S. defense support aid. 


PHASING OUT PROGRAMS IN JAPAN 


In another country, Japan, we are phasing out the limited, but 
valuable, programs of technical assistance which helped over the past 
6 years to add new dimensions to the growing ties between Japanese 
and American industrial, labor, and ‘professional leaders. We ask 
this year only the amount required for an orderly termination of this 
program in fiscal year 1961. However, I should like to note here 
that the past year has witnessed the negotiation of a new treaty of 
mutual cooperation and security which, ° when ratified by both coun- 
tries, will be the tangible expression of a voluntary and longer term 
relationship between Japan and the United States. Y At the same time, 
military aid to Japan is becoming more selective and limited and in- 
cludes cost sharing and sales projects in thecurrent year. Note should 
also be made of the fact that important Japanese assistance is being 
extended to countries of southeast Asia both in the form of repara- 
tions and special assistance. We will in the year ahead lose no op- 
portunity to encourage other countries and the United Nations as well 
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in appropriate ways to add their assistance in increasing measure to 
that which comes from us. 


SUMMARY OF PROGRAM 


Finally, in closing, I should like to refer once again to the central 
preoccupation of all of these countries and of ourselves in the Far 
Kast; namely, the implacable Chinese Communist regime. Over re- 
cent months we have seen in varying degrees in all the countries of 
the free Far East, apprehension lest steps, taken in our unremitting 

arch for a decent peace, should be the precursor of some form of 
compromise with the Chinese Communists. Accordingly, in the Far 
East we will be concerned with assuring that the efforts being made 
to achieve a détente with the Soviet Union shall not unsettle and 
unbalance the Far Eastern region where in 1960 the situation is so 
much more promising than appeared possible only a few years ago. 
It is our conviction that the maintenance of our effort and our basic 
posture and policies in the Far East is essential. Only thus can the 
countries there be assured that they can count.on us in the face of Com- 
munist threats. Such confidence on the part of nations of the free 
Far East is a prerequisite to continued relative success in the 1960’s 
for us and for them. 

In the years just ahead, we can be certain of one thing. The free 
countries of the Far East will depend for their continuing survival 
and growth upon the continuity of U.S. policy. This means the con- 
tinuation of economic and military aid to help them resist Communist 
attempts to encroach upon their freedom and frustrate their peace- 
ful economic development. Our policy can continue to succeed if we 
persevere in our chosen course of action and make adequate provi- 
sion for its support. 

The Cuatrman. Thank you, Mr. Steeves. I think it is a very good 
statement. There are one or two questions that I have. 


INTELLIGENCE ON RED CHINA’S ECONOMIC GROWTH 


On page 7 you refer to this very large increase in Chinese Com- 
munist output. Do you think your intelligence on these matters is 
reliable? 

What is the source of it and how good do you think it is? 

Mr. Streeves. Mr. Chairman, it comes from many sources, of course, 
and it is at best an estimate. 

I think what I would emphasize here in evaluating this evaluation 
is that we must be very careful that we do not underestimate the 
power of our adversary. This information which we get is a com- 
pilation of information from publications that come from Communist 
China. [Deleted.] It comes from economic analyses by experts 
using well-tested indices for trends, and is added up to the best esti- 
mate that we can possibly make out of it. 

It, is a long and a laborious and a tedious task, but we believe that 
it does give us some basis upon which to plan. 

I may say, Mr. Chairman, that, as you may remember, I have just 
come from Hong Kong, which was my previous assignment: prior to 
coming back as Deputy Assistant Secretar y of State for the Far East, 
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and this type of activity was of course one of our concerns sitting 
on the rim of Communist China, as we did there. 


COMMUNIST CHINA’s “GREAT LEAP FORWARD” 


The Crarrman. We heard the stories about the “Great Leap For- 
ward” and all this economic concentration. ‘Then there seemed to be 
a letdown. They had gone in with a big splurge, but there was no 
capacity to export into other markets. I don’t quite know what I 
believe about the situation now. 

Mr. Sreeves. I could tell you something further, Senator Fulbright, 
about that particular aspect of it, which may be of considerable in- 
terest to you. 

Tam afraid I must label it as being in the area of an educated guess, 
and one that we cannot totally bank upon for planning purposes, be- 
‘ause a miscalculation would be absolutely disastrous. 

However, just a year ago this very month, we began to see evidences 
in Hong Kong that something was going very much awry compared 
with the claims that they were making for progress. 

We actually heard a bona fide story from a very trusted witness 
that the English phrase “The Great Leap Forward” was beginning 
to be used in a jocular way by Chinese outside of Peiping. They 
would say this, and then look at each other and laugh. This had 
become almost ridiculous in their own eyes. 

We also heard and were able to verify in some instances that they 
were reneging on hard contracts that they had made for the export 
of goods. We were told in one instance that they actually paid an 
indemnity because of their inability to produce. 

The much vaunted Canton Fair was held last spring in May or 
April, I have forgotten the exact date, and they did everything that 
they could short of telling the people that they had previously invited 
to please stay away, because it was quite evident that when they got 
to the fair, that there was going to be very little to see, and a “not 
for sale” sign stuck on practically everything. 

When the people got up there, they enticed them to go out on trips 
into the country, to visit communes, to do anything but look at the 
fair, and very little business was transacted. 

At about this time you may remember that the seriousness of the 
internal situation caused them to go into a huddle down in Wu-han, 
and the entire leadership of Communist China got together in 
Wu-han for a very protracted and extended conference. We won- 
dered what was going to come out of it. The most interesting thing 
that came out was that they actually for the first time I know of 
revealed that their arithmetic was completely awry, and if they had 
been straightforward about it, they might as well have told their 
people that they had been misled. 

They cut in half their iron estimates. They greatly reduced esti- 
mates on other output. They admitted very freely that their agricul- 
tural outputs had fallen so far below expectations that there really 
was going to be no increase. 

Parenthetically I might say that although they now only claim 
about an 8 percent increase in agricultural output, that our estimate 
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is that it actually is a minus quantity. This with a country that has 
to feed 15 million new mouths every year is not to be sneezed at. 

So, Mr. Chairman, we do have this side, and as I say, it is inter- 
esting and we certainly take it into consideration, but we have got 
to be very, very careful how we base our plans upon it. 

We feel, in full consideration of it, that we must give them the 
capability of suflicient economic growth, industrial advance, and 
military increase, to make them a continuing and a real menace to 
ourselves and the free nations that we support. 


INTERNAL SITUATION IN TAIWAN 


The Cuarrman. With regard to Taiwan and our efforts to build up 
their economy, what is your forecast with regard to the internal 
political situation of that island over the next few years? 

Mr. Sreeves. Our estimate, I believe, Mr. Chairman, is that it is 
good, especially as we remember the history that they have been 
through, the depleted manner in which they arrived on the island 
to make their last stand. 

We believe that there is real political stability, that there is satis- 
faction on the part of the people with the Government, and we obyi- 
ously believe that they have made tremendous advances from the 
statements that we have made for the record here, and this is all 
the result, we believe, of good government. 

The Cuarrman. What percentage of the population composes the 
Chinese who came from the mainland as contrasted with the native 
Formosans ? 

Mr. Streeves. Mr. Chairman, I am not sure that I have the actual 
figures on that. Maybe somebody can give it to me. 

The CHarrmMan. Can you approximate it ? 

Mr. Roseman. I think it is around 10 percent, sir. Ten to fifteen 
percent, if I recall correctly, but I don’t have the figures with me. 

The CuarrMan. If the island should be thrown open to an election, 
how do you foresee their retaining control ? 

Mr. Sreeves. Mr. Chairman, I think that this is entirely a matter 
of local satisfaction. If they have good government, and if their ru- 
dimentary needs are met, and if they are given the requisite freedoms 
which we believe they are, we do not believe that there is any friction 
that needs to be taken into consideration between the Taiwanese and 
the people who arrived there from the mainland. 

The CuatrmMan. Do you believe that the increasing wealth in the 
country is being equitably distributed between the Chinese and the 
Formosans ? 

Mr. Sreeves. Yes; I think so. We have no reason to believe to the 
contrary. 

The Cnarrman. Is there any noticeable growth of a new ideology 
among the younger generation of Chinese or the Formosans? That 
is, is there any ideology different from that of Chiang Kai-shek? 

Mr. Srrrves. None, Mr. Chairman, that is substantial. We all 
know of course of the small but very sparsely supported independ- 
ence movement for Formosa. We hear very little of this particular 
organization, but it does exist, and it would be incorrect for us to say 
that no such effort or movement does exist, because it does. 








ion a a sabe 











—]———qc,———————__ 


MUTUAL SECURITY ACT OF 1960 319 
REFUSAL OF VISA TO A FORMOSAN REFUGEE 


The CuatrmMan. Last year I had some correspondence with a po- 
litical refugee from Formosa, who happened to be a Ph. D. graduate 
in chemistry from Ohio. He was refused a visa to come here because 
of the Department’s fear that he might make speeches critical of 
Chiang Kai-shek. Is it the policy of the Department to prevent pub- 
lic statements by people critical of Chiang Kai-shek ? 

Mr. Srerves. Well, Mr. Chairman, I think I know of the individual 
to whom you refer, and he does belong to this particular group, and 
we feel that for him to come to the United States and to embarrass a 
Government with which we have friendly relations would probably 
not be the best use of his time or ours, and that is the reason that we 
have discouraged him from coming to the United States. 

The Caiman. Would you discourage other people who are criti- 
“al, or is there something peculiar about this individual ? 

Mr. Sreeves. I think that you would have to take into considera- 
tion the country, the issue. It is not because of his animosity toward 
the Generalissimo personally that we would object to him, but the 
position of the free Republic of China does have a position that she 
continually has to protect. It serves our purposes in that part of the 
world; it is part of our policy to give them the aid which we can. We 
do not see that it would serve any real purpose to allow that contro- 
versial issue to be brought to the United States. 


PIRATING OF BOOKS IN TAIWAN 


The CuarMan. What do you know about the pirating of American 
copyrighted books by the Chinese on Formosa? Could you give us 
any information about that ? 

Mr. Srerves. Yes, I can, Mr. Chairman. This has been a very un- 
happy development. We have immediately investigated this mat- 
ter through our Embassy, and I am happy to bring you information 
today that the Chinese Government has taken steps to ban for export 
any of these publications that are produced in that manner. 

The Cuairman. They have taken the necessary steps ? 

Mr. Sreeves. They have taken a very strong stand. 


DURABILITY OF CHINA 


The CuairMAn. Senator Green, do you have any questions ? 

Senator Green. Yes. I am very much interested in this, especially 
as to the attitude we take. When I say “we” I don’t mean you; I 
mean all of us in this part of the world or in our Western civiliza- 
tion. I am very much interested in your statement that: 

The rapidity of Communist China’s industrial development can be attributed 


in part to the ruthless organizational methods it has employed and the total 
disregard for the human sacrifices involved for the sake of economic gain, and 


in part to the massive economic assistance it has received from the Soviet 
Union. 
Now, then you say: 


While many other factors enter into an estimate of national power, par- 
ticularly in relation to capacity to wage modern war, the foregoing provides 
Sufficient indication that the free Far East will continue to live for an in- 
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definite period in proximity to a menacing neighbor with a formidable growth 
potential. It would be prudent at the least to assume that the imbalance of 
power will, as in the 1950’s, have to be redressed from outside the area. 

In other words, some of the world is lined up with nations like 
China and Russia, and we aline ourselves with the few smaller na- 
tions around them that have been more imitative of our ways. Well, 
I wonder whether we have the right point of view. 

I have been to China sev eral times. I remember once I was at a 
reception in China celebrating some anniversary, centennial, or some- 
thing, and there was this Englishman standing beside me. One of 
the halls was lined with old portraits of emperors of a thousand years 
ago, and I said to this E coer 5 agar 

““Tt makes us feel aw fully new, doesn’t it ¢” 

“Well,” he said, “You are, you know.” 

He was right. He was excepting himself, though. He thought 
China and Erland were not new, but we were. I think the fact that 
China has existed throughout these thousands of years is a funda- 
mental fact. Why doesn’t it prove that they are physically better 
equipped to propagate the world, if it is to be propagated by one 
race, than any other? 

They have outstripped all other races. I would like to get your 
point of view on that. 

Mr. Sreeves. Well, Senator Green, may I say parenthetic: ally it is 
nice to see you again. I remember my first acquaintance with you 
when you and I crawled in and out of the dungeons and climbed 
towers in Delhi many years ago. 

This could be a very long disc ‘ourse, but I think the most pertinent 
thing that I could say that is germane to your question is that that 
which was for these thousands of years “China” has been eee 
and ruthlessly destroyed by the regime that now has its center 
Peiping. 

Senator Green. Well, are you speaking of a regime, or are you 
speaking about a race? Regimes pass. You want to see the over- 
throw of that regime. 

Mr. Srerves. I would like to think that this one would pass rapidly. 
We hope that it will. Nothing would give us more satisfaction. But 
it seems to be firmly entrenched, and has its hold on the people that 
exist in China. 

CHANGES IN RED CHINA 


But when you are talking about changing China and what the 
causes of that change may be; communism has ¢ hanged China. Inso- 
far as China is being preserved, its culture, its liter ature, its lear ning, 
its ways, it is being preserved i in places other than on the mainland of 
China now. 

Senator Green. Has communism changed China more than Bud- 
dhism changed it? 

Mr. Sreeves. I would say so. In my opinion, yes. Communism 
changes things more radically than other force. 

Senator Green. I don’t know when Buddhism was introduced. 


China has survived great changes in history more than any other 


race. 
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You talk to educated Chinese there. They seem to be glad for 
changes that they are convinced may improve the country or the 
welfare of the masses. 

Mr. Sreeves. I certainly see no evidence, Senator Green, that the 
regime in Communist China at the present time is either willing or 
eager to learn anything from anybody of the free world, much “less 
from us. 

Senator Green. Didn’t we talk about Russia in the same way about 
20 years ago? 

Mr. Srerves. Well, if we get into that comparison, possibly it might 
be worthwhile to observe that Russia has now passed 40 years under 
these changed conditions. China is going through a period of ex- 
treme chauvinism, and a doctrinaire period when they are not about 
to be influenced by anybody. We might just as well accept it. 

Senator Green. Do you mean to say that the present form of gov- 
ernment in China—it isn’t so much a form of government but I will 
call it a form of government—can’t be gri adually changed as it has 
been in the past ? 

Mr. Strreves. Because it 1s produced and impelled upon completely 
different doctrinaire lines. The reason we refer to it as a regime is 
that it did not come to China as a result of the people’s wishes. It was 
imposed by the force of arms on the people. 

Senator GREEN. (hi at has been done in the past. China has been 
conquered by other races, but it has always come out on top. It has 
always absorbed the conquerors. 

Is Russia developing China now? You gave some illustration, I 
think. Why don’t the Chinese absorb the Russians ? 

Mr. Sreeves. Well, there is a lot of speculation that goes on with 
respect to the frictions, potential and real, which exist between the 
Chinese and the Russians. There is considerable speculation on this 
very thesis that you are developing, too, that China will eventually 
win out, and that the spirit of China will not suffer forever this in- 
human regime that has been foisted upon them. This is all in the 
realm of possibility. We can only hope that it will take place some- 
time. 

But in the interim, while they are in this chauvinistic attitude, and 
are possessed with this aggressive psychology, it would be the height 
of folly for us not to recognize that they are there and that they may 
indeed use that power and that menacing attitude to expand them- 
selves throughout the rest of Asia. 


WHAT CAN THE UNITED STATES DO ABOUT RED CHINA? 


Senator Green. What are we offering to them instead ? 

My. Sreeves. They are not looking for any offers from us, Senator 
Green; there is nothing that they would want less. They want noth- 
ing to do with us at all. It is not a question of what we could offer 
them. 

Senator Green. Well, what would we force upon them, then? Put 
it that way 

Mr. Sreeves. Contain them in a position long enough until it is 
proved to them beyond a shadow of a doubt that they are not going 
to be able to maintain themselves or to pursue a policy in Asia on the 
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basis of aggression and the overthrow of the governments of all 
of their neighbors. 

Whenever that day might happily arrive that they come to that 
conclusion, then we must take another look at it again then. 


POSSIBILITY OF CHANGE IN RED CHINA 


Senator Green. How do you know when that conclusion is reached ? 

Mr. Sreeves. I don’t know. My crystal ball is no better than 
yours. 

Senator Green. How can we know ? 

Mr. Streeves. I think there would be outward signs, Senator Green, 
that you could see when and if that day happily arrives, a desire to 
get along with their neighbors. 

Senator Green. We have done everything we could for genera- 
tions. We have sent missionaries out there to convert them to 
Christianity because we thought that they had no religion. They 
had some great religions, it seems to me, but their beliefs differed 
from ours. 

Mr. Srerves. Of course any of those concepts that they had of a 
Divine Being of any variety have been rapidly overthrown by the 
people at the present time who rule in China. 

Senator Green. Well, China has been overthrown several times, 
not only by foreigners, but by revolutions inside the country. China 
has endured more than any other race, hasn’t it ? 

Mr. Sreeves. Well, it has. I think probably that you must recognize 
that in this day and age, too, that the weapons that governments have 
and that regimes can employ, make it much more possible for them 
to retain ruthless control than when conventional methods of force 
were much more limited. 

Senator Green. Sometimes when a regime becomes too ruthless, 
then the people rise and change their form of government. They 
have had a great many forms of government in ‘their histor y: 

Mr. Srreves. Well, I don’t believe this is out of the range of pos- 
sibility. I can only hope that it might happen in China; if oppres- 
sion gets so great, they might react. 


U.S. APPROACH TO RED CHINA 


Senator Green. It seems to me that China can be Jed and persuaded, 
but not forced. We ought to remonstrate and try to persuade her 
to take our way, if we think our way is better adapted to them, rather 
than by use of threats, direct or implied. 

Mr. Sreeves. Well, there could be many responses to that, Senator 
Green, but of course one of the most pertinent points to remember in 
connection with any possible persuasion from us is that part of the 
whole plan of the Communist regime in China is that they must have 
a number one enemy. They have chosen the leader of the free world, 
namely, the United States, to be that enemy. 

They rejected us long before they had any proof that we could not 
find ways and means to get along with them. This they decided of 
their own accord, and so far as we know, there never has been any 
turning from that particular attitude. 








Saag fe 





ee 


MUTUAL SECURITY ACT OF 1960 323 


They have never opened their hearts or their minds or their ideas 
in any way to any receptivity, to any ideas that we might pass on to 
them. It is rather a forlorn hope, I think, that we have any influence 
on them. 

Senator Green. Thank you very much. I have taken more than 
my time. 

The CuarrmMan. The Senator from Iowa. 


FUTURE U.S.S.R.-CHINA RELATIONS 


Senator Hickentoorer. I have read your statement, and I think it 
is a very good one. 

I would like to touch on this matter of the observable relationships 
between China and the Kremlin. I will ask you whether there are 
any observable signs of significance that Russia has an apprehension 
of what conflicts it may have with China in another generation or 
within any appreciable number of years? I don’t know whether to 
say the next decade, the next two decades. Is there evidence that the 
time may really come before too long that China will be Russia’s big 
rival ? 

Mr. Sreeves. Well, Senator Hickenlooper, you undoubtedly have 
heard a lot of the conjecture and philosophizing that is done on this 
particular subject. I think that it must be in the realm of speculation 
still. 

Again I revert to the point that from the standpoint of our na- 
tional interests and our planning, I think that we must accept the fact 
that probably the forces that drive them together and into greater 
cohesiveness are much greater than those forces that drive them 
apart. 

There is a very practical reason for them to work very close to- 
gether for the promulgation of an ideology that binds them together. 
As that time goes on, I think it will be strange indeed if friction did 
not arise, and therefore I think that we can assume that there are 
frictions. There are misunderstandings. They do not follow an 
exact line. 

Senator Hicken.oorrr. I wasn’t suggesting that there was any 
noticeable pulling apart at the present moment. I can readily under- 
stand why there would be a lot of reason to think that they would 
stay together, at least at the present time, because of political interests. 

Perhaps what I am referring to more than anything else is that in 
the early days of the development of this regime in China they un- 
doubtedly depended a great deal on Russian cooperation for military 
equipment, training, airplanes, and all sorts of things, and in the 
early days of their present industrial attempts, they undoubtedly had 
a great deal of vigorous assistance from Russia in the form of machine 
tools and all those things. 

Mr. Sreeves. Yes. 

Senator Hicken.oorer. I was just wondering if there is any evi- 
dence that there is a lessening of that cordial donation of military 
equipment, training, and industrial equipment; is there any evidence 
that Russia is rather standing off just a little? 

Mr. Sreeves. We have no evidence of it as yet, Senator Hicken- 
looper. We, I think, estimate that the number of industrial plants 
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that the Russians have committed themselves to giving to the Chinese, 
up to 230 now, something of that nature, major plants, and this 
amounts in American dollars to over $3 billion. 

This particular program is to be completed around 1967. 

Senator Hickentoorrr. There isn’t any particular evidence of the 
Russians dragging their feet on carrying out that commitment, is 
there ¢ 

Mr. Sreeves. No, but of course operating the way they do, that is 
no particular problem. If they come up against a day when it suits 
their purposes to renege they can; a commitment wouldn't particu- 
larly mean anything. 


SUPPORT TO LAOS BUDGET——-PROCUREMENT AUTHORIZATION SYSTEM 


Senator HickeNLoorer. I just want to ask you one more question. 

In Laos I notice that the program included [deleted] in the form 
of a cash grant for the support of the military and civilian budget. 
The explanation for this cash grant is that the need is too urgent to 
permit the generation of local currency through the normal export- 
import trade. 

What control do we have, if any, over the dollars that Laos gets? 
What happens to them? Are they used to finance Laotian imports? 
If so, what control do we have over the type of imports? Why is 
cash better than a commodity import control, or commodity import 
donation ¢ 

Mr. Sreeves. With your permission, Senator, I would like to have 
Mr. Roseman of ICA answer that. 

Senator Hickentoorer. I have put a lot of questions in one, but I 
tried to state it in a short time to give you the general idea. 

Mr. Roseman. Senator, I am sure you are familiar with the some- 
what difficult history of our relationship with Laos prior to the cur- 
rency devaluation of October 1958. 

Prior to that time, we were attempting to operate in Laos the con- 
ventional type of program, in which we generated the local currency 
required for the support of the Laotian military forces, and the civil 
police and for such limited economic development projects as we 
undertook in that country through the importation of goods under 
what we call our procurement authorization system. 

Prior to the devaluation—and I think the record of this committee 
will show how serious the situation was—corruption and mishandling 
developed primarily because Laos was a very inexperienced little coun- 
try without any previous business experience, without the normal type 
of commercial structure which enables this form of aid to operate. 

At the present time in Laos we are continuing the procurement 
authorization system primarily for the importation of gasoline. 
That commodity is handled by a few large companies that do business 
with adequate records, and we have no difficulty in the relationship. 

However, it is also necessary for us to provide the large sums of 
local currency required to maintain the economic stability of the 
country after devaluation, in which the Laotians went to a freely 
convertible currency. 

The currency in Laos has maintained the same stable value since 
October 1958, the date of the devaluation. We are convinced, after 
a thorough examination of the problem, that at the moment a normal 
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procurement authorization system will not work. We have had not 
only our own people there, but Mr. Neil Jacoby, formerly a member of 
the Council of Economic Advisers, also recently visited Laos at our 
request to make another study of the possibility of introducing the 
procurement authorization system. 

Everyone who has looked at this, not only ICA and State Depart- 
ment people, but people from the International Monetary Fund and 
other authorities, has advised us that it would not be feasible for the 
generation of local currency to rely upon importation of commodities 
in Laos at the present stage of this country’s development. 

The procurement authorization technique requires an import licens- 
ing system, and I am afraid I must say, sir, that any licensing system 
in Laos in which a government official has the choice of whether or 
not to give an importer a license may be productive of corruption. 

As a consequence, sir, in order to maintain the value of the currency 
and to produce the local currency that is necessary for economic 
stability, we have adopted a system of cash grants. 

Free convertibility means that any Laotian who wants a dollar can 
take 80 kip to the bank, any American who wants 80 kip can take a 
dollar to the bank, and the currency has the same value in Vientiane, 
Bangkok, and Hong Kong. I presume that if anyone wants Lao kip 
in Washington, he would have to pay $1 for 80. There is no govern- 
ment control by the Laotians of the dollars but there is very tight 
control of the local currency which is generated by those dollars. 
That local currency is budgeted by the Laotian Government in col- 
laboration with our people. We know where it goes, and it is re- 
leased only upon joint signature of the release. 

We have tried to make some estimates of what happens to the dol- 
lars. We do know that out of the [deleted] which we plan to put in 
as cash grants, that approximately at least [deleted] will go fer goods 
imported into Laos. 


CONTROLS OVER IMPORTS FINANCED BY THE UNITED STATES 


Senator Hickentoorer. How about control over the type of goods 
that can go in? 

Mr. Roseman. There are two controls, sir. There are no con- 
trols by the United States, but there are two controls that the Lao- 
tians themselves have. 

One is the kind of control we normally expect in a free economy, 
that is the price and tariff controls. Now we do know that Laos 
is a country with about 2,400 miles of poorly guarded boundaries, 
and there is no question but that there is smuggling of imports into 
Laos. The Laotians do not have the capability of mounting effective 
customs guard or tariff controls over the miles of their boundaries, 
which front on Thailand, Vietnam, and Cambodia. 

But there is no control except those normal forces of a free econ- 
omy, primarily the price factors governing the importation of the 
merchandise, because there is no import licensing system. 

Now at the same time, there are no major luxury imports. We 
keep very close watch on what shows up in the market, and we have 
been very pleasantly pleased, if not a little bit surprised, that very 
little luxury goods are coming in. But there is no control except 
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those controls which the Lao Government wishes to impose through 
tariffs and the price structures of the imports. 

Senator Hicken.ooper. Thank you. 

The Cuatrman. The Senator from Oregon. 

Mr. Roseman. Mr. Chairman, may I add one more thing, because I 
think this is an important issue. 

We have this feeling, sir. The Laotian situation, as you know, isa 
very delicate and difficult one from the political point of view, as Mr. 
Steeves will agree. [Deleted.] 


MERCEDES AND THUNDERBIRD AUTOMOBILES IN LAOS 


Senator HickeN.Loorer. What about the importation of Mercedes 
automobiles and Thunderbirds? Are they rather the exception? 

Mr. Roseman. Frankly, they are very, very exceptional. That 
story, I must say, has been widely spread and greatly exaggerated. I 
have been in Laos four times in the last couple of years. I have spent 
the last 3 years in Cambodia, a neighboring country. 

There are a number of small Mercedes 180’s that were imported 
several years ago. There have been no records of large numbers be- 
ing imported recently and the market is very poor for secondhand 
ae 

Mr. Srreves. I saw a record the other day that one new Mercedes 
had been imported into Laos in the last year, and that was by one of 
the diplomats. 

Senator Hicken.oorrr. It is my own personal opinion that there 
are very few, practically none now, but there have been some in the 
past. 

Mr. Roseman. As you know, there are only a few miles of roads in 
Laos. 

Senator Hickentoorer. Yes. If you get one of those things up to 
a high speed, you couldn’t stop it before you hit the end of the road. 
I was over there last fall myself. 

Thank you very much. 

The Cuarrman. The Senator from Oregon. 


RELATIONSHIP OF INCREASED DLF LOAN ACTIVITY TO REDUCTION IN 
DEFENSE SUPPORT 


Senator Morse. Mr. Secretary, the staff has prepared certain ques- 
tions and observations that we think ought to bem made a part of this 
record for your comment, and so I will present them as quickly as 
I can. 

The presentation book, “World Wide Volume,” page 84, points out 
that with the growth of Development Loan Fund operations, it has 
been possible to reduce sharply the project component of defense 
support as distinguished from nonproject commodity imports. 

The question is, has the reduction in defense support projects in 
fact been offset by the Development Loan Fund loans? 

Mr. Sreeves. With your permission, I think we could make this 
answer a bit shorter by turning it over to Mr. Roseman from ICA. 

Mr. Roseman. I assume, Senator, you are speaking primarily of 
the defense support project of an economic nature, rather than the 
military activities. 
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Senator Morse. That is right. 

Mr. Roseman. The answer, sir, is that DLF cumulatively, up until 
January 31, 1960, has approved $196 million worth of loans for the 
Far Eastern countries. ‘That involves some 30 individual loans. I 
haven’t computed the total reduction in defense support projects, but 
I would rather supply that for the record. 

Senator Morse. All right. 

Mr. Roseman. However, in general, may I say that there are no 
new major capital projects in this presentation. Those will be handled 
in the future by the Defense Loan Fund loans. 

We are going ahead to complete a number of the projects which 
are underway, simply because it is not possible to turn them over to 
DLF in the middle of the stream. 

But hereafter the part of major capital projects we have formerly 
financed with defense support, if they are suitable for loans, will be 
financed through defense support loans. 

The Cuarrman. You mean Development ? 

Mr. Roseman. I am sorry, sir. 

The CuairmMan. You keep saying defense support. 

Mr. Roseman. Iam sorry, Development Loan Fund loans. 

Senator Morse. I am sure the chairman and the members of the 
committee agree to this understanding, that any supplementary state- 
ment you want to add to the record on any of these questions that I am 
raising can be added subsequently. 

(The information referred to appears on p. 662.) 


DEFENSE SUPPORT FOR KOREA PROGRAMED AT STATUS QUO 


Senator Morse. The staff memorandum points out that for Korea, 
for example, defense support project aid is proposed at [deleted], 
approximately the same as the current year. [ Deleted. ] 

In the presentation book, “World Wide Volume,” at page 91, it 
comments as follows: [ Deleted. | 

We would like to have you comment on the question as to whether 
or not you think the status quo is good enough, in view of what our 
objectives are. 

Mr. Roseman. I would certainly say, sir, that the status quo is not 
good enough in Korea. Now we are in a transitional period. The 
Development Loan Fund is just beginning to get going in places like 
Korea. 

The project component that we have in this presentation for Korea 
[deleted] is primarily for continuation of engineering services and a 
few projects which are already underway. And as I have already 
said, there are no new starts. 

There is not as yet compensation through the Development Loan 
Fund for the reduction in the defense support project component of 
the Korean program. We believe, however, that as the Development 
Loan Fund gains further momentum, and particularly if it gets its 
full appropriation, many of the major new industrial activities and 
basic infrastructural facilities such as power, which are necessary for 
Korea, can be supplied through DLF. 
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We are in a situation in which, during fiscal year 1961, we are try- 
ing to complete many of the things which we have already started, 
rather than undertaking new starts. We expect that the Develop- 
ment Loan Fund, which has recently had its people out in Korea, will 
develop these loan applications which will enable the economy to make 
further progress. 


LACK OF KOREAN ECONOMIC GROWTH 


Senator Morse. While we are on this matter of Korea, I think it. 
give us a briefing on some of the widespread criticisms of our program 
in Korea and of the Korean Government’s program in respect to 
economic expansion. 

I think you are well aware of the fact that it is said by many who 
have been to Korea and come back that Korea is not making progress 
toward expanding wealth-creating economic projects that supply the 
jobs and form the basis for a tax base necessary for a self-sustaining 
nation. 

It is alleged that one of the reasons for it is that Korea is not a 
democracy except in label only, that it is a police state in many of 
its practices under a very tyrannical regime. 

Now I am well aware of the sources of some of that propaganda, 
and it can very well be Communist line propaganda, but the sad 
fact, however, is that it is repeated by too many people who have 
been over there and seen the situation, people whose loyalty to our 
objectives could be no more questioned than those of us in this room. 

They give us very negative reports about this regime in Korea, to 
the end that I am very much disturbed at what is happening with 
public opinion in America about Korea. These recent episodes in 
Korea on the part of the Rhee government haven’t strengthened 
Korea with American public opinion. 

There are those who are beginning to fear that Korea has become 
a great psychological liability to the United States in the field of 
foreign policy, with Rhee’s adamant position toward Japan, with his 
attitude toward political opposition, with the briefings that we get 
from representatives of other governments, other than the United 
States. | Deleted. ] 

Now I have made these observations because I think we have got 
to come to grips with what this Rhee government is doing by way of 
really expanding its economy. We are pouring a lot of money in 
there for defense support and for economic expansion, and it isn’t 
producing the results. 

Now on the Foreign Relations Committee, may I say quite frankly, 
we have to be ambassadors for the State Department and the Defense 
Department on some of these matters, because we are on the front- 
line of public opinion. 

We run for election, and people want to know why in the world 
we are pouring the money we are into a regime that hasn’t de- 
mocratized itself, and has instead become a shocking tyrannical police 
state. 

I think you people have to give us a briefing and some factual in- 
formation that will rebut these charges, or else, if there is some basis 
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for them, we have to start in this year’s Mutual Security Act to say to 
President Rhee, “You are going to have to change your course of 
action. We are not going to continue to give you this amount of 
money to impose upon the people of South Korea the kind of regime 
we are told you are imposing.” 

Iam all through with my speech, but I give it to you with the great- 
est of sincerity. As the members of this committee know, I have a 
record of a man who wants to help in this fight against communism 
in that part of the world. 

Mr. Sreeves. [ Deleted. | 

Senator Morse. I think we understand each other completely, Mr. 
Secretary. I think you will agree that, as Senators, some mention of 
this had to be made on the record. I am aware of what the State De- 
partment has been doing. I have been trying to cooperate to the best 
of my ability as have the other members of the committee on this 
matter. 

Now, Mr. Chairman, you know me, I want to stay within the rules 
and policies here. We do have this material that has been prepared 
by the staff and it won’t take me much longer to ask these few ques- 
tions to get them into the record, if my colleagues will permit me to 
do it. 

The Cuarrman. I think that is all right. Go ahead. 


SITUATION WITH RESPECT TO OFFSHORE ISLANDS 


Senator Morse. Mr. Secretary, the Far East Presentation Book at 
page 45 says: [ Deleted. | 

On page 47 of the presentation book, it lists as one of the objectives 
of military assistance help to the Chinese Nationalist armed forces 
{deleted ]. 

The book also refers to the Chinese Nationalist Army [deleted ]. 

The question is, to what extent does the United States support the 
Chinese Nationalist objective of defending these offshore islands? 
There is a complex of questions. Let me give them to you, and then 
you can discuss them as a group. 

[ repeat the first one: To what extent does the United States sup- 
port. the Chinese Nationalist objective of defending these islands? 

To what extent is the United States committed? [| Deleted. } 

Mr. Sreeves. Senator Morse, there are some aspects of this that I 
will turn to Admiral O’Donnell for, because they are military aspects. 
But if I could say a word to begin with, with respect to the policy. 

You know, of course, that so far as the treaty commitment is con- 
cerned, that it only covers the island of Taiwan and the Pescadores. 
If this same principle is to be extended, that it may do so at the 
pleasure of the President, taking into consideration the situation that 
exists at any given time in terms of the threat and all the rest of it. 

This is still the policy. We recognize that these islands do belong 
to a sovereign country with whom we have a solemn treaty commit- 
ment and a defense arrangement. When they were threatened be- 
fore, without showing our hand completely, we did of course indi- 
cate that we would live up to our commitments. 

I may say that so far as the Republic of China is concerned, that 
they have been extremely cooperative in not embarrassing us or not 
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nushing us too far with respect to what may be considered by some to 
€ a provocative position. 
Now so far as the actual military capabilities [deleted] may I 
turn to Admiral O’Donnell to speak about that ? 


TERMS OF THE FORMOSA RESOLUTION 


Senator Mors. Before you do that, may I make only one comment 
on what you have said, not for the purpose of engaging in any contro- 
versy at all, because this isn’t the place for it. 

Of course, there is a decided difference of opinion as to the sovereign 
rights of the Republic of China over the Quemoys and the Matsus. 
We have allies that don’t share the point of view that Chiang has any 
sovereign rights over Quemoy and the Matsus, and they are pretty 
good allies. I am well aware that this argument existed in 1955. 
When we met with the Armed Services Committee in the old Supreme 
Court room, Senator Walter George, then chairman of the commit- 
tee, went to the White House and expressed the great concern that the 
record of those hearings showed existed in this committee. The con- 
ference with President Eisenhower resulted in the pledge of the Presi- 
dent that the resolution would cover only Formosa and the Pescadores 
and would not cover any other territory, and also that any action taken 
under the resolution would rest upon a decision of the President, and 
no one else. 

I am familiar with that. You raise the very point that I only 
wanted to make in passing, as to whether or not we are involved here 
in a situation under a mutual defense treaty with another sovereign 
that in any way commits us to give support to that sovereign over ter- 
ritory the sovereignty of which has never been determined. It will 
never be determined until sometime the whole question of the sov- 
ereignty of the Matsus and the Quemoys will be settled by interna- 
tional law. 

The British certainly don’t accept this point of view of Chiang’s 
and there are other sovereign powers that don’t. So here again we 
have this tough problem when we deal with a mutual security bill, 
of deciding how much money should go to Formosa to defend islands 
about which there is certainly great division of American public 
opinion, and which undoubtedly will be a matter of political issue for 
years to come in this country. 


ISSUE AT STAKE IN DEFENSE OF TAIWAN 


I want to make that statement. I do think it is owed to the State 
Department, on the other hand, and that is what I am trying to do 
for you, to give you the opportunity to state its position as to why any 
of these funds should go to Formosa for any use whatsoever in de- 
fense of Quemoy and the Matsus. 

Mr. Sreeves. Senator Morse, as you say, this is a point that could 
be talked of at great length, and probably this is not the place to go 
into a definitive rehearsal of it, but I would like to make a comment 
or two that I think may be germane to the question. 

Senator Morse. I will be glad to have you do so. 

Mr. Srerves. I think it must first of all be seen in the context of 
the larger issue that is involved. I think that there is great danger 
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in getting our minds too much fastened on the Quemoy and Matsu 
or any other islands, and forget the great issue that is at stake. 

That which is at stake in Asia is the ability of free nations to stay 
free, and the only thing that is menacing free nations is the great 
Chinese Communist colossus that is breathing fire and brimstone in 
the direction of anybody who wants to remain free. 

In the battle that we have very successfully waged these last 10 
years in keeping free Asia free, and getting stronger all the time, and 
able to say to this Communist tide, “this far and no farther,” one of 
the great elements in that defensive arc is the Government of the Re- 
public of Free China. 

Of all the important spots that we have, this is one of the most 
important. Because it is so terribly important, we must be extremely 
careful that we do not, in any way, diminish the strength she poses, 
either as a deterrent, or in other ways as an asset in winning the 
battle of Asia. 

Now when you get into the fine business of having made an agree- 
ment with a sovereign country that you will come to her aid if her 
integrity is threatened, and she will come to yours, there are some 
bits of land here and there that might be considered not as important 
to the other person on the other end of the bargain. 

But one of the unfortunate things in history and nature is that 
these lines have not always been drawn in the most convenient places. 
[ Deleted. ] 

Senator Morse. I thank you very much, Mr. Secretary. [Deleted.] 

One final question, Mr. Chairman, and this goes back to you, Mr. 
Secretary. 

ABSENCE OF A LABOR PROGRAM IN KOREA 


Why is labor the only field of activity in which there is no project 
assistance for Korea? See the Far East presentation book, page 101. 
In a good many of these other countries, we do have funds for labor 
attachés and labor educational programs. 

Mr. Sreerves. Without looking it up, Senator Morse, I am afraid 
I will just have to tell you that I don’t know. 

Senator Morse. Will you file a memorandum ? 

Mr. Sreeves. Yes, we will be glad to let you know. 

Senator Morse. The only reason I assume the question is being 
asked is that it is one of the charges against Rhee that a free labor 
movement has no chance in Korea. At least that is the claim of some 
of the labor representatives, and so the question is raised why, in this 
one place, we are not giving any assistance for labor education pro- 
grams, but we are spending such sums of money elsewhere and, I 
think, to very good effect. 

Mr. Sreeves. Yes. 

Senator Morsr. We are strengthening freedom in those countries 
by our labor program. I will be glad to have a memorandum on 
that. 

Mr. Srreves. If you so wish, we will supply you a memorandum on 
that. 

(The information referred to appears on p. 662.) 

Senator Morsr. Senator Carlson, excuse me for taking so much time. 

Senator Cartson. That is all right, sir, I assure you. 

53356—60——22 








332 MUTUAL SECURITY ACT OF 1960 


RECEIVING CREDIT FOR OUR EFFORTS FOR REFUGEES IN HONG KONG 


Mr. Secretary, I have a couple of questions submitted by the staff, 
but before I get into them, I want to bring up another matter r ather 
briefly. When Secretary Herter was before us last Monday, I men- 
tioned the fact that some people had complained to me that we gave 
great, generous quantities of aid, and don’t get the credit we are en- 
titled to and that we don’t seem to get the c redit that the Soviet Union 
is able to get for some that they give. 

Yesterday I was intrigued by a dispatch out of Hong Kong by the 
United Press International. I believ e you just stated you had been in 
Hong Kong, so it certainly would be appropriate for you to comment 
on it. 

Have you read this dispatch of Thursday, March 24, United Press 
International, from Hong Kong, on our aid? I just want to read it, 
It is quite interesting. 

Mr. Srreves. Please do. 

Senator Cartson. This is yesterday: 

The United States spends nearly $1,000 an hour on Chinese refugees in Hong 
Kong, but the colony’s British Government tries to conceal the official source 
of this aid. 

This aid in funds and food is administered by voluntary agencies, and is 
labeled voluntary contributions from the American people, but the $7,200,000 
involved per year was not collected in the churches, at charity bazaars or through 
private donations. It is direct U.S. Government aid given under Public Law 
480 and under the Mutual Security Act 

Now did you administer that when you were there ? 

Mr. Sreeves. We do not administer it, Senator Carlson. It is 
administered by the voluntary agency under the Refugee Relief 
Act. 

Senator Cartson. What was your position in Hong Kong? 

Mr. Srerves. Consul General. 

Senator Cartson. While there did you direct the 480 fund and the 
mutual security funds to these agencies? 

Mr. Sreeves. No. I did not administer that fund there. This was 
administered directly by the agencies back here. Mr. Roseman I 
think has a comment on that, Senator Carlson. 

Senator Cartson. What I really want to know is, were they mutual 
security funds? 

Mr. Roseman. May I explain the situation ? 

Public Law ae unfortunately I don’t have it with me—— 

Senator Cartson. I am familiar with it. 

Mr. Roseman. Does require the labeling of these commodities as 
a gift of the American people. Those voluntary agency contribu- 
tions are so labeled. 

Now the actual transaction is handled between the Department of 
Agriculture and the voluntary agencies. The mutual security funds 
are used to pay the transportation 1 of the commodities from the United 
States to Hong Kong. 

May I say, sir, I don’t think there is any question, and I think Mr. 
Steeves will agree, that the refugees in Hong Kong identify this as 
an American program. Whether they distinguish carefully between 
the American Government and the American voluntary agencies 
that carry on this program, I don’t know. It is quite clear that the 
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American voluntary agencies which are paying the administrative 
costs and which raise a good deal of money in the American com- 
munity for this effort, have a good deal of credit for these particular 
packages. As far as LCA is concerned, we haven't tried to usurp that 
credit ‘by claiming that this was a governmental program the way the 
packages have been labeled, because we wanted the voluntary agencies 
to be able to carry on this effort. 

: Re 

Senator Carson. I agree with that position that has been taken, 
that the voluntary agencies should get credit, and I would hope the 

S = 3 
U.S. Government would get credit, that the U.S. citizens would get 
5 ~ ’ 5 
credit. 

Mr. Roseman. I am sure they do, and I am also sure that the Brit- 
ish officials in Hong Kong are familiar with both the laws and the 
administrative arrangements in the United States. | 

Mr. Sreeves. They are very familiar with it, Senator Carlson. 

‘ J 9 
There are some peculiar problems in the colonies there which I think 
Imight touch on. [ Deleted. | 


CHINESE REFUGEES KNOW SOURCE OF AID 


But I think, as Mr. Roseman has said, there is no question in the 
minds of the people that receive it, the’ people who give it, or the 
British Government, that it is coming from the U.S. Government and 
the U.S. people. 

Senator Carison. This dispatch, which was out of Hong Kong 
yesterday, doesn’t quite agree with the statement you have just made. 

I want to read it because this is news to me. I am sure it was 
ralled to my attention because I stressed the fact we don’t get credit. 
It says here: 

Because of the secrecy to many Chinese here— 
and this is from the dispatch from Hong Kong I am reading now— 
it appears the United States is disinterested in their welfare, that huge sums 
are given to other areas where poverty contributes to the growing power of 
the Communist bloc, while nothing goes to Hong Kong where there are more 
than 1 million refugees from communism living in squalor. 

This feeling has become more acute because of American attempts to impose 
tariffs and quotas on the imports of Hong Kong-made products into the United 
States. Newspapers have pointed out that Hong Kong has not received a 
penny of aid from the United States. Yet the United States is trying to choke 
off a principal source of our income that feeds and houses thousands of Chi- 
nese, both refugees and natives. 

American officials call the secret aid a humanitarian program rather than a 
foreign aid program such as is administered in Formosa, Laos, and other na- 
tions. Officials of voluntary agencies responsible for the administration of the 
aid are equally reluctant to admit that the funds come from the U.S. Govern- 
ment, and the Hong Kong Government itself blanches at the suggestion that 
such a program even exists. 

It is bearing on the point that I mentioned Monday to the Sec- 
retary. Maybe there are reasons why this cannot be told to those 
people, but after all our Government and our people have an interest 
in this program. 

Mr. Sreeves. The fact that it is played down, Senator Carlson, 
and to what degree, is a matter of opinion between what I am saying 
and what the repor ter is saying. 

Senator Carison. All I know is what I am reading. 
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Mr. Sreeves. [ Deleted. ] 

Senator Cartson. I appreciate your comments because you have 
been there and you certainly must know that this was an interesting 
press dispatch to me. 


IDENTIFICATION OF U.S, AID TO CAMBODIA 


Mr. Roseman. If I may supplement with another illustration of 
a somewhat similar problem in Cambodia where we have had Chinese 
and Russian aid programs in active competition with us. 

The Cambodian Government is a neutral government which is not 
willing to ally itself with either bloc. Nevertheless, we have secured 
publicity, credit, and information to the Cambodian people about our 
aid. The Cambodians identify the little USOM shield that you see 
all over as a symbol of American aid. This is more than the Chinese 
or Russians are receiving. 

Senator Carison. Mr. Chairman, I have two questions submitted 
by the staff. Why don’t I let Mr. Steeves take these and answer them 
for the record to save time. 

(Classified information was supplied in reply to one question. The 
unclassified question and reply appear on p. 662.) 

The Cuatrman. All right. 

Senator Cartson. That is all I have. 


MILITARY ASSISTANCE TO PHILIPPINES 


The Cuarrman. Mr. Steeves, it seems you are practically [deleted | 
the military assistance to the Philippines. What is the reason for 
that ? 

Admiral O’Donnett. [ Deleted. ] 

The CHatrmMan. You are increasing it from $18.2 million to [de- 
leted }. 

Admiral O’DonNELL. Yes, sir. 

The Cuarrman. What do you conceive of as the mission of the 
Philippines in the military sense ? 

Admiral O’Donnett. | Deleted. | 

The Cuatrman. Are you being paid out of this fund ? 

Admiral O’DonneEtu. We pay for rehabilitation, sir. 

The Coamman. With these funds? 

Admiral O’Donnetu. Yes, sir. 

The Cuatrman. The modern part of the program, I take it, is the 
[ deleted }. 


INCREASE IN MILITARY ASSISTANCE TO THAILAND 


In Thailand there is a similar situation, an increase from $20 mil- 
lion to [deleted] million. Is the justification the same ? 

Admiral O’Donnetu. Very much the same, sir. [ Deleted. | 

The CuatrMan. In giving this aid have you considered whether or 
not this would be more useful than a comparable amount of economic 
aid ? 

Admiral O’Donnett. Yes. [ Deleted. | 

Mr. Sreeves. With respect to Thailand, a factor enters that comes 
in for others of these countries, too. So far as Air Force is concerned 
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there is the matter of air environment, for them to keep up a certain 
degree of modernity and acqui Lintance, which makes it possible for a 
minimum level to be operated that could be e sasily expanded if the Air 
environment is there and is kept alive by good training. 

Admiral O’Donnetxt. Another thing ‘they have shown a willing- 
ness to take leadership that has not been : rateributed to them before. For 
example right now at their commando school they are training 
[ deleted }. “We are putting money into this program but they are 
conducting the training and they are doing this with American train- 
ing officers. 


CAMBODIA 


The Cuairman. The presentation book on page 26 shows [deleted ] 
for Cambodia. Has this been done in accordance with the require- 
ment of the section that military assistance funds be budgeted in 
competition with the Department of Defense? 

Admiral O’Donnett. Yes. [ Deleted. | 

The Cuatrman. Do you think that gives us as much security as a 
[deleted] in the U.S. Navy ? 

Admiral O’Donnett. | Deleted. | 

The CuatrmMan. How is the bookkeeping kept on a matter of that 
kind? Is the Defense Department reimbursed out of the funds ap- 
propriated in the mutual assistance program? [ Deleted. ] 

Admiral O’Donnetu. They would be reimbursed for the rehabili- 
tation. 

The Crarrman. Only the rehabilitation? Not the value of the 
item itself ? 

Admiral O’Donnetu. No, sir; merely for the rehabilitation. 

The Cuarrman. How much is the rehabilitation in that case? 

Admiral O’Donnetu. [ Deleted. ] 


RESETTLEMENT PROJECT IN VIETNAM 


The CrarrMan. On the resettlement project in the mountain areas 
in Vietnam, what is the justification for that ? 

Mr. Roseman. There are two principal justifications for that proj- 
ect. President Diem and the Vietnamese authorities have felt for a 
long time that it was necessary for security to settle this part of Viet- 
nam which has traditionally been used by the Communists from the 
north to come down the backbone of the country through unsettled 
territory toward Saigon. There has also been a very substantial over- 
population of the coastal areas of Vietnam. T raditionally the bulk 
of the Vietnamese population has lived along the coastal area, with 
subsequent overcrowding and inadequate supply of land. 

The highland project has primarily been used to resettle these 
coastal people, first for political and security reasons to provide popu- 
lation through an open exposed area; and secondly to relieve the 
overpopulation and the overcrowding and inadequate land supply of 
the coastal areas. 

The Cuarmman. Then it is fair to say that it is not justified purely 
upon an economic basis. 

Mr. Roseman. No; it has been economically a satisfactory project 
but is not justified entirely on those grounds. The new settlers are 
now raising various types of hard fibers and they are being much 
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more successful economically than they would be if they were raising 


rice. 
WHO DETERMINES ASYLUM 


The Cuarrman. Mr. Steeves, I had a letter some time ago from a 
man whom I do not personally know, who is a Korean. He has been 
ordered to go back to Korea and he says he will be killed by Syngman 
Rhee. He is appealing to me to prevent his being deported to Korea 
because he is threatened with death. Do you have any comment on 
the policy with regard to these cases ? 

Mr. Sreeves. I would like to have you refer that to us. 

The Cuatrman. I have sent it to the Department of State and I 
got a letter back from Mr. Macomber that he is referring it to the 
Immigration Service. 

Mr. Sreeves. I am sure if that is really true very sympathetic 
consideration will be given to it. 

The Cuamman. Then it is fair to say that if you are convinced 
and if the Immigration Service is convinced that it is true that he 
would be in danger of his life, they would not deport him ? 

Mr. Sreeves. Yes. We are not in the business of sending people 
back to be executed. In the first place I doubt it at least on the sur- 
face of it, but it may be true. 

The Cuatrman. I don’t vouch for it. I never heard of him. He 
wrote simply because I am chairman of the committee. Who makes 
the decision as to this matter of asylum? Does the Immigration 
Service or the State Department ? 

Mr. Sreeves. It is taken up jointly, maybe someone else here who 
is with me has better information on that than I do. 

These are always referred to the geographic bureaus for consulta- 
tion especially. This is a matter that is gone into very carefully. 

However, the division of Consular and Security Affairs is the agency 
within the Department of State that works this out with the immigra- 
tion people. 

The Crarrman. I cannot possibly vouch for the facts. But the 
policy is clear that if he really is in danger of being killed because 
of his opposition to Syngman Rhee, he would not be deported ? 

Mr. Steeves. Some help would certainly come to him. 


INCIDENTS DURING KOREAN ELECTION 


The Cuarrman. Are you in a position to state whether the political 
opponents of Syngman Rhee are in danger of their lives or do you 
contend that these killings were all accidental and not by design? 

Mr. Sreeves. So far as these election things were concerned, I have 
already said how serious we thought that they were, and we must give 
credence to the fact that they happened for political reasons. 

On the other side I must say, Senator, that we could not say on 
the basis of our experience that people’s lives are in danger in cases 
of this nature, going back to Korea. This would be a most unusual 
case if it is true. 

The Cuatrman. You feel that those killings are confined to the 
potential candidates; is that right? 

Mr. Srerves. That probably has something to do with it in the heat 
of the political moment. 
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The Cuarrman. If this man who wrote me does not wish to run 
for aoe he isinno danger. Isthat about right? 

Mr. Sreeves. We will find that out if he is a candidate before he 
is sent back. 

The CuarmrMan. He said in essence “If I go back now I will face the 
gallows. Please help me.” 

I know these are difficult cases. I don’t doubt that they might be 
in danger. 

EFFECTIVENESS OF VIETNAM PROGRAM 


Was the administration of the Vietnam program defective? Was 
there room for improvement last year at the time the criticisms were 
leveled at it? 

Mr. Sreeves. There is always room for improvement. 

The Cuatrman. I don’t want such a generalization. Was it any 
worse than the normal adiministration of other programs? 

Mr. Roseman. I would say having had some experience in adminis- 
tering these and other programs, that the ICA program is the most 
difficult job I have ever seen in the Federal Government. 

The Cyatrman. You mean the ICA generally? 

Mr. Roseman. The ICA program in the field, too. 

The Cuarrman. I would agree to that. 

Mr. Roseman. Secondly, [ would say that a few of the projects in 
Vietnam were not well administered and I point to the radio project 
as one. On the whole, I think our program in Vietnam on the eco- 
nomic side has been successful under extremely difficult ¢ incunastapede, 
I would point out only today, sir, that the security situation in Viet 
nam is still a very serious problem, and yet the economic program 
has gone ahead and is going ahead successfully. 

Now if we had the benefit of hindsight, I would certainly have done 
some things differently in Vietnam. 

But taking into consideration the circumstances that existed in 1954 
and 1955 when it was a very risky gamble as to whether Vietnam 
would live, the decisions which were taken at that time and which 
have conditioned some of the projects such as the roads which have 
been criticized, are still sound. 

Take for example the construction of the main road north of 
Saigon. This 31-kilometer stretch is the key link with every other 
road that goes north. The traffic count today well justifies the size of 
road that we are building, which is after all only a two-lane highway. 
It is economically sound and a militarily just ified project. 

The Crarrman. What is now the present estimate of its cost ? 

Mr. Roseman. The road between Bien Hoa and Saigon will cost 
about $33 million. Of that sum, about $15 million is for bridges. 

Some mistakes were made. We should have had a much more de- 
tailed engineering survey before we began construction. Unfortu- 
nately the political pressure to get going with tangible construction 
work, under circumstances in which the Vietnamese government felt 
that the United States was not giving any demonstration of its active 
support in the economic field, impelled our people at that time to move 
ahead without a full engineering survey. 
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I think if I had been in their place, I would have done exactly the 
same thing. Nevertheless we have learned some lessons out of that 
experience. For the last year we have not started a single project of 
this nature without a full engineering study. This is required under 
section 517 of the Mutual Security Act. 

Nevertheless I still would maintain that the history of our adminis- 
tration of economic aid in Vietnam represents a good job on the 
whole. 

SAIGON WATER SUPPLY PROJECT 


The Cuamman. Are you familiar with the project for the supply- 
ing of water to the city of Saigon ? 

Mr. Roseman. Yes. That project involved ICA only in one re- 
spect. When the Vietnamese asked us to finance a water supply for 
the city of Saigon, which is badly needed, we asked an outstanding 
American firm called Hydro Technic, Inc., to make a survey to deter- 
mine the best way of supplying water to Saigon. They recommended 
using Dong Hai River as a source and a water system that involved 
a conduit. That was the end of ICA’s responsibility. The Viet- 
namese Government then applied to the Development Loan Fund for 
a loan for this project submitting a proposal based upon the supply 
of water from the river. There were a number of complaints. The 
complaints were so strong that the Development Loan Fund sug- 
gested to the Vietnamese that another survey should be made to deter- 
mine whether the alternate proposal from the International Water 
Corporation for a well-type of water supply was a better arrangement. 

The Development Loan Fund suggested a panel of four different 
American engineering firms from whom the Vietnamese have recently 
selected one to make this second study. 

The situation at the moment is that the Development Loan Fund 
has approved a loan, I think for $19.5 million, upon the application 
of the Vietnamese Government for a water supply system supplied by 
surface water. The DLF has not finally approved that loan until the 
Vietnamese Government decides again whether it wants a well system 
or a surface water system. 

The Cuarrman. Are you familiar with the complaint of Mr. Kas- 
man, who is a water engineer, who believes very strongly that the sub- 
surface water method is the proper way to do it? 

Mr. Roseman. I don’t know him by name. Is he associated with the 
International Water Corp. ? 

The CuatrMan. He is a consultant from my State. He has a great 
experience as a producer of water for the rice fields in eastern Arkan- 
sas, which as you know cover about 500,000 acres. 

Mr. Roseman. I don’t know him, sir. Hydro Technique, Lic., 
recommended one system but the American engineering firm which 
has been selected now by the Vietnamese is making a study of both 
the well system and the surface system. The loan which has been ap- 
proved by the Development Loan Fund is being held up pending the 
outcome of this further study and no final decision has been made 
by the Vietnamese. 

The Cuatrman. I have no knowledge of these matters. I do know 
that all of the irrigation in this very large area in Arkansas has been 
supplied from these subsurface wells, not from surface water. This 
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has been very economic and the area in agriculture generally speaking 
has done pretty well. 

Mr. Roseman. May I point out that this is primarily a problem 
of urban water supply. However, I am not an engineer. 

The Cuairman. I know that. I can’t of course qualify as an expert, 
but he made a very persuasive case that this had not been properly 
evaluated. He said that conditions existed in this area where the 
water is not very far below the surface—it is a relatively swampy 
area—and that you don’t have to go hundreds of feet to find water. 
You go a very short distance. Then he had much to say about the 
difficulties of transportation and avoiding ene 

In any case he thought that the ICA was being very casual about 
the way they approached this. You were mentioning iadamaate engi- 


neering in the road project which actually reminded me of his state- 
ment. 


NEED FOR THOROUGH SURVEY OF CONTEMPLATED PROJECT 


Mr. Roseman. This Hydro Technique study so far as I know, was 
done by one of the outstanding American engineering firms. It was a 
full study. Nevertheless the final decision has not been reached by 
the Vietnamese, and another survey is being made by an engineer 
chosen by them out of a panel of four engineering firms. 

If the second engineering firm recommended a well system, I pre- 
sume the Vietnamese will choose the well system. 

The CnHatrman. This is a big project ; a $19 million project? I 
hope that you won’t have to come in here in a year or two and say 

“I’m sorry we didn’t examine it properly. It should have been the 
other way.” This is the sort of thing in which the preliminary engi- 
neering is all-important to the final success. I can’t recommend that 
you do it one way or the other. I only caution you. 

I would rather you waste time seeing that the survey is competent 
than weeping about the waste of funds afterward. 

Mr. Roseman. I fully agree with you, sir. 

The Cuatrman. Mr. Kasman has been, I know, in contact with 
somebody in the agency through my office. So far as I know Mr. 
Kasman is a competent water engineer. 

Mr. Roseman. I am sure there is no question at all that the ques- 
tion will be thoroughly surveyed and that the Vietnamese will choose 
which one of these methods they want to use. 

The Cuarrman. I hope you assure yourself that it has been prop- 
erly surveyed before the money is given. 

Mr. Roseman. We have been thoroughly warned, sir. 

The Cuarrman. You have been warned about it so you have your 
eyes open. 

Mr. Roseman. I should point out that this is a Development Loan 
Fund operation, but we have been working with DLF on this and 
I think we have both been warned very thoroughly. 

The Cuarrman. The project started out with ICA and then was 
turned over to DLF? 

Mr. Roseman. We never intended to finance this project. We 
financed the survey necessary to enable the Vietnamese to make the 
application, but the responsibility now is in DLF. Since we col- 
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laborated on the survey and since our relationships are very close, 
Tam familiar with the subsequent history. 

Mr. Sreeves. Senator Fulbright, may I say before we depart that 
it has been a pleasure to appear before you and as the representative 
of the Far East Bureau I want to tell you that from the standpoint 
of us personally, officers in the Bureau who have been there for a 
long time and from the Bureau itself, that we very much appreciate 
the : support and the constructive contributions that you have made 
to our area. One of the tools that we have that means an awful lot 
to our foreign posture in Asia bears your name, and it is symbolic 
of the things that you are interested in and to which you have given 
your imagination and your creative effort and we just wanted you 
to know on this occasion from the Far Eastern Bureau generally 
that we appreciate it and how much of a help you have been to us. 


STATUS OF EXCHANGE PROGRAM WITIL JAPAN 


The Cuairman. Thank you very much. I meant to ask you and got 
diverted, to comment upon the exchange program generally. I hear 
rumors that the Japanese program is in great trouble over adigenih 
funds. 

Mr. Roseman. I think this is something to which your attention 
should be called. It is probably our error that we didn't. As you 
know the Japanese have had a very substantial economic recovery. 

And our unanimous feeling was that for this reason, we ought to — 
discontinue bila‘eral economic aid to Japan. Our only economic aid 
program has been a technical assistance program which has been ex- 
tremely successful. 

It has primarily involved Japanese labor leaders, Japanese scien- 
tists, a little work in the field of civil aviation, and particular em- 
phasis in the field of small industry. As Mr. Steeves indicated in his 
statement we are asking for money in this program only to carry it 
through fiscal year 1961. 

Thereafter ICA’s activities in this field will cease, but we are hop- 
ing that the International Exchange Services (IES) in the Depart- 
ment of State will pick up this program and we hope that it will 
budget adequately especially to provide for the labor group. We have 
been extraordinarily successful in getting some of the most important 
labor leaders in Japan to participate in this program. [ Deleted. | 

Now as you know IES does not customarily handle large numbers 
of labor exchanges. IT am confident, however, that IES can handle 
this load well, but this is a new type of responsibility for them. 

I know that the Far East Bureau of State as well as we in the Far 
Kast Office of ICA are going to do everything possible to help IES 
mobilize for this: I hope that when they submit the budget for fiscal 
year 1962 they will get all the support they need to take on this im- 
portant political responsibility. 

The Cuarrman. Are you all going to do this?’ Are you going to 
see that this is presented forcefully ? 
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Mr. Sreeves. Yes; the remaining portions of this program are go- 
ing to come under the surveillance of the USIA program. 

Mr. Roseman. IES is in State. 

The Cuairman. They have had trouble getting funds. I think they 
had to divert some funds that were originally intended for military 
housing and that had not been used. That was about the only way 
they kept that Japanese exchange program going through this year. 

Mr. Roseman. That is for the normal IES activities. They will 
need additional funds to cover this, sir. 

The Cuamman. They will? 

Mr. Roseman. Yes, in fiscal year 1962. 

The CuarrMan. You are going to have to exert yourself because 
the Budget Bureau has been very r slow to grant additional funds for 
this exch ange program. 

Mr. Roseman. I am an alumnus of the Budget Bureau but how 
much influence an alumnus has I don’t know. 

The CrramrMan. You have totry tosubvert them if you can. 

Mr. Roseman. I hope they see their representatives in the full 
light, sir. 

The Cuairman. Anything else you would care to say ¢ 

Thank you very much. You have been ver y helpful. I may say for 
the record that we have been, as you know, over this program very 
often. In fact, if we don’t ask you about some of these programs that 
doesn’t mean we are not interested. 

We try to pick out those about which we have had complaints. Our 
passing over some of the other programs does not mean we are in- 
different. 

We do feel we are familiar with it. 

Our not discussing the other programs does not mean either that 
we don’t recognize that there are others about which there has been 
serious complaint. 

Thank you very much. 

(Whereupon, at 5 p.m., the hearing recessed, to reconvene at 10 a.m., 
Monday, March 28, 1960.) 
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MONDAY, MARCH 28, 1960 


UnIrep States SENATE, 
CoMMITTEE ON ForetGN RELATIONS, 
Washington D.C. 

The committee met, pursuant to recess, at 10:10 a.m., In room F-53 
U.S. Capitol Building, in executive session, Senator J. W. Fulbright 
(chairman) presiding. 

Present: Senators Fulbright (presiding), Green, Sparkman, Mans- 
field, Morse, Lausche, Church, Aiken, Carlson, and Williams. 

Also present: Robert W. Wagner, special assistant for technical 
assistance; George O. Spencer, officer in charge, inter-American se- 
curity and military assistance; Richard Barneby, Office of Deputy 
Coordinator of Mutual Securi ity; Ben Brown, Office of Congressional 
Relations of the Department of ‘State. 

Gen. W. B. Palmer, Director of Military Assistance; Brig. Gen. 
Frederick Hartel, Director of Western Hemisphere region; Col. 
Victor King, defense coordinator for MAP congressional presenta- 
tion; Lt. Col. Roy D. Russell, staff assistant for Western Hemisphere 
region of the Department of Defense. 

James T. Grant, Deputy Director, Office of Program and Planning; 
Saul Katz, program officer, Rollin S. Atwood, Regional Director, 
Office of Latin American Operations; Albert 5 Boucher, Chief of 
Latin American program staff ; Edward F. Tennant, the Comptroller, 
ICA and Albert J. Quinn, budget officer, International Cooperation 
Administration; Lester Gordon, development loan officer and Fred- 
erick Hahne, budget officer, Development Loan Fund. 

Senator Green (presiding). The meeting will please come to order. 
We will begin this morning by hearing as the principal witness Hon. 
Roy R. Rubottom who will testify on the Mutual Security Program 
for Latin America. Mr. Rubottom is accompanied by representatives 
of ICA and the Defense Department who are competent to discuss 
various aspects of the Latin American program. Mr. Rubottom, will 
you please proceed in your own way ? 


STATEMENT OF HON. ROY R. RUBOTTOM, JR., ASSISTANT 
SECRETARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Rurorrom. Thank you very much, Mr. Chairman. If it please 
the committee, I will submit my repared and rather brief statement 
to be incorporated in the nea and take a few minutes to speak 
extemporaneously about one or two things which might be of interest 
to the committee in connection, for example, with the President’s re- 
cent trip to Latin America. 
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Senator Green. Why don’t you do both? I think your extempo- 
raneous remarks will probably be more meaningful to us if we hear 


the formal statement as well. 
LATIN AMERICAN SPECIALISTS ACCOMPANYING MR. RUBOTTOM 


Senator Cartson, Mr. Chairman, I think it would be fine if Mr. 
Rubottom would designate who he has with him here this morning 
for the record. 

Mr. Rusorrom. All right, sir. Mr. Chairman, 1 am very pleased 
to be accompanied this morning by Mr. Rollin Atwood who is the 
Deputy Director of ICA for Latin America, and General Hartel, 
Director of the Western Hemisphere Region of the office of the As- 
sistant Secretary of Defense for International Security Affairs of 
the Department of Defense. 

Senator Green. Mr. Rubottom, will you kindly proceed ? 

Mr. Rurorvom. I am most appreciative of this opportunity to ap- 
pear before you in support of the Mutual Security Program for Latin 
America for fiscal year 1961. 

The nonmilitary portion of the program that we are proposing does 
not vary in any broad sense from that being carried out during the 
current fiscal vear. I would not wish you to construe from that, how- 
ever, that we have not been giving very real consideration to possible 
benefici al shifts of orientation in “the program to make it even more 
responsive to the needs of Latin America for the improvement of 
both economic and social conditions. 


PROPOSED 11TH INTER-AMERICAN CONFERENCE 


One of the subjects on the agenda of the postponed 11th Inter- 
American Conference originally scheduled to be held in Quito, Ecna- 
dor, early this year, was a 21 country review of both bilateral and 
multilater al technical cooperation activities throughout the he ‘mis- 
phere. It is our hope that a clearer definition of Latin America’s 
desires and needs with respect to such assistance may emerge when 
the Conference is held, as we presently expect, in early 1961. Mean- 
while such changes in our program as are being effected for fiscal 
year 1961 are responsive to host country desires and our own policy 
of aan for continual improvement in our programing process. 

I do not believe that I have to dwell at great ‘Tength before this 
committee on the importance to us of Latin America, politically, 
strategically, culturally, and economically, as a inti market for 
U.S. goods and a principal supplier of many basic commodities. 
Due to the basic commitment of Latin America to the principles of 
the free world, we have enjoyed its invaluable support in international 
affairs. You are, of course, thoroughly conversant with these aspects 
of our mutual relationship, 

I should like, however, to stress the vaiue of continuing friendship 
for the cooper ation with us on the part of Latin America in general. 
This takes on especial importance when viewed in the light of recent 
developments in the area which have brought into focus the real peril 
represented by the growth of Soviet political influence and trade 
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PRESIDENT’S TRIP REVEALED C( JOPERATIVE ACHIEVEMENTS OF AID PROGRAM 


Recently I had the honor to accompany the President on his visit 
to South America. All of us in the party were tremendously im- 
pressed by the determination of the people and their governments to 
achieve economic and social progress. This was expressed to us on all 
sides and through all strata of society. 

As the President mentioned in his report to the Nation, we saw 
humble folk participating in a self-help housing program, assisted 
by our technical cooperation program, designed to lift them from 
the squalor of slums and provide them w ith modern and dignified 
shelter. Other technical cooperation projects visited by various mem- 
bers of the group in the several countries bore eloquent testimony to 
the impact and generally wholehearted acceptance by host govern- 
ments of our bilateral programs. 


TRANSITIONAL PERIOD IN LATIN AMERICA PRODUCES TENSIONS IN INTER- 
AMERICAN RELATIONS 


The present recognition of the need for development of resources 
diversification of economies, improvement of fiscal policies and attrac- 
tion of increased investment, both foreign and domestic, is a vital 
force throughout the area, just as is the strong desire among the great 
mass of the people to enjoy a better standard of living, improved 
health conditions and greater educational advantages. 

Many aspects of our national life are affected, in one way or an- 
other, by events occurring in Latin America; and it is vital that we 
have a clear awareness of the depth and the magnitude of the Latin 
American revolution, which is producing important changes in the 
social, political, and economic structures of the various countries. 
These changes frequently produce stresses which lie at the root of 
yolitical explosions and continuing instability which make the 
Seadilines. 

Because the changes in the social makeup of the area are deep and 
far reaching we must be prepared, I believe, for further transition and 
periods of instability during the coming years. 

This, of course, will require both attention and action by the United 
States by virtue of our inter- American partnership. 

Our program of technical cooperation and economic assistance is 
specifically aimed at improvement of economic and social conditions 
throughout the area. 


HELP FROM THE UNITED STATES COUNTERACTS COMMUNISM 


Every effort must be made to check Communist infiltration and 
subversion in the hemisphere and to improve unhealthy economic and 
social conditions, upon which communism feeds. One of the important 
tools which we can utilize to combat this infestion is an effective 
technical and economic assistance program such as we are proposing. 

We believe that in Latin America, as everywhere in free societies, 
improved living conditions and social stand: rds can be attained with- 
out sacrificing the dignity of the individual, the right to freedom, and 
the protection of social minorities, 
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At the same time, the Communist world advocates another way to 
the fulfillment of the people’s aspirations, preaching dangerous doc- 
trines of repressive action which they claim are a shortcut to the goal. 

The overwhelming majority of the people of Latin America have 
rejected the Communist way, seeing it as a contradiction of their own 
traditional philosophies; but we must not complacently expect the 
inter-American community to be able to defend itself against Com- 
munist blandishments, threats, and subversion unless all “of its mem- 
bers, including the United States, devote their energies and resources 
to demonstrating the effectiveness of our way of reaching desired 
economic and politics al objectives and to blocking the Communists’ 
efforts. 


INCREASED PRIVATE TRADE AND INVESTMENT ADVOCATED 


The importance of increased trade and investment in the expanding 
economies of Latin America cannot be too strongly stressed, and it 
continues to be our strong conviction that the aspirations of these 
countries to better the condition of their people can best be fulfilled 
through U.S. support and encouragement of the free enterprise sys- 
tem. The economic interdependence of the Americas is one of the 
dominant facts of life within the hemisphere. 

About 22 percent of our total exports go to Latin America. 

At the same time, we buy approximately 45 percent of the goods 
exported by that area. About one-third of our private direct invest- 
ments abroad are made in Latin America, these now totaling over $9 
billion. These investments have been increasing at an annual rate of 
approximately $600 million over the past few years. 

The continuing cooperation of U.S. private capital in Latin 
American development, on terms fair and equitable to all, is of the 
greatest importance to the economies of these nations and to our own. 


ASSISTANCE THROUGH GOVERNMENT FUNDS ALSO NEEDED 


Without minimizing in the slightest degree the importance of trade 
and investment in the development of the Americas, we nevertheless 
recognize that there are gaps which these elements cannot fill. 

There is a continuing and increasing need for loans for such pur- 
poses as transportation, port development, public utilities, and the 
like, to which private capital is not attracted, by such lending insti- 
tutions as the Export-Import Bank, the Development Loan Fund, 
the IBRD and, in due course, the recently created Inter-American 
Development Bank. 

Another equally significant gap is the need for development of 
technical skills which must be imparted if agricultural, industrial and 
other technological development, as well as social advancement, are 
to keep pace with the countries’ needs. 

In these fields, the Latin Americans have recognized the value of 
our experience and know-how and are increasingly seeking our coop- 
eration in making them available. 
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PROPOSED FISCAL YEAR 1961 NONMILITARY AID LEVEL 


We are proposing to the Congress a bilateral, nonmilitary program 
for Latin America for fiscal year 1961 totaling $39.5 million for 
technical cooperation and $23.1 million for special assistance. 

Compared with the actual fiscal year 1960 program, § $2 million more 
is proposed for technical cooperation, but $1.7 million less is proposed 
for special assistance, or a net overall increase for all of Latin America 
of $300,000 over the current implementational level. 

In addition we are likewise proposing our customary annual pledge 
of $1.5 million for the multilateral technical cooperation program of 
the Organization of American States, our actual contribution being 
subject to the proviso that it will be limited to 70 percent of total 
contributions by all member countries. 


TECHNICAL COOPERATION 


The major objective of technical cooperation in Latin America is 
the development of human resources through demonstration and 
training. In most, if not all, of the countries in Latin America, a 
princip: al impediment to economic progress is the acute shortage of 
skilled human resources necessary to make effective use of av ailable 
physical resources. This shortage is due in large part to the lack of 
adequate technical training institutions and services. To help over- 
come these deficiencies, technical cooperation assists the host countries 
to identify their human resources problems, and to formulate pro- 
grams aimed at their solution. 

Once the initial recognition of a deficiency in human resources has 
taken place, there remains the long and arduous task of establishing 
and st: afling institutions necessary for the development of human 
resources, 

A concentrated attack can then be made on the problem of increas- 
ing the number and quality of skilled technicians, managers and ad- 
ministrators who are essential to economic development. 

Institution building is thus one of the most effective ways of making 
available to the peoples of countries less technologically advanced than 
our own the accumulated stock of technical knowledge that we have 
available. For this reason, technical cooperation like all educational 
endeavors, is a long-term program. 

“economic aid, on the other hand, is intended to supplement the 
physical resources of a given country, in order to assist in speeding 
up its economic erowth. Within the ICA program, economic aid to 
Latin America is made available on a very limited scale in the form 
of special assistance. 

Technical cooperation and economic aid must be clearly distin- 
guished from each other although in some countries both are needed 
and are carefully coordinated for maximum effectiveness. It is the 
job of technical cooperation to help a country realize the need for 
balance in its economic and social development, the need for a better 
investment, climate, and the need for planning and budgeting for 
such deve ‘lopment. 

Economie aid, however, is also necessary in several of the countries 
if this development is to take place in the next few years at a rate at 
all responsive to the aspirations of the people. A clear distinction 
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should be made between ICA economic aid and credits provided by 
a growing list of national and international lending institutions, 


SPECIAL ASSISTANCE 
Bolivia 

Bolivia experienced a profound social revolution in 1952, as a result 
of which the traditional structure of Bolivian institutions was severely 
shaken and the country’s economic situation was on the verge of chaos. 

U.S. assistance, which began in 1953, softened the effects of this 
economic crisis and lessened further political and social upheaval 
which could have affected the security of the entire hemisphere. At 
first, grant aid insured that minimal food requirements were provided 
in order to alleviate the sufferings of the Bolivian people. 

Since 1956, our aid, together with that of the IMF, has helped 
make it possible for the Bolivian Government to carry on a program 
of economic stabilization. 

In spite of progress achieved under this program, the country has 
not reached the point where it can be considered self-supporting. 
Bolivia’s economy is dependent almost entirely for its foreign ex- 
change income upon minerals, with tin accounting for the major 
portion. The enactment of a Fair Petroleum Code has encouraged 
the entry into Bolivia of private foreign investment and petroleum 
holds out a hope for improvement in the country’s economic situation. 

This hope, however, is still to be realized, for the expansion of 
petroleum production is just beginning. 

The basic problems of a low standard of living and low economic 
activity have been complicated by preelectoral maneuvering, in which 
the extremists have created problems for the Government in the 
maintenance of law and order. A new administration is to take over 
the reins of government later this year and will have the task of 
continuing the effort to prevent political excesses and to improve 
economic conditions. 

The period of economic and political instability is not over yet, 
and it 1s apparent that in order to give Bolivia time to develop a 
self-sustaining economy we shall have to continue our aid for the 
time being. 

The CuarrmaNn (presiding). How much aid have we given Bolivia? 

Mr. Rusorrom. Up until now? 

The Cuarrman. Yes, accumulative. 

Mr.Rusorrom. 130 for Bolivia, Mr. Chairman. 

Haiti 

Special assistance for Haiti dates from the aftermath of a devastat- 
ing hurricane in the fall of 1954 which was followed within the next 
2 years by severe drought conditions in the north, extensive floods 
in the southern portion, a disastrous coffee crop in 1956 (coffee nor- 
mally accounts for about 70 percent of Haiti’s export earnings), and 
the fall of the Magloire administration which brought with it a 
protracted period of political and economic crises. 

In consultation with the IMF, a stabilization program was put 
into effect in Haiti in mid-1957, shortly before the Duvalier admin- 
istration took office. Special assistance has been an indispensable 
factor in this program, in arresting the economic and financial dete- 
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rioration and providing a firmer basis for responsible government. 
It has enabled Haiti to maintain a free exchange system and to 
assure the inflow of essential imports. Concurrently, the Govern- 
ment has taken steps to restore equilibrium through severe budgetary 
austerity and credit restrictions. In the past month there has been 
some deterioration in the loan program since the Haitian Govern- 
ment dismissed a key local official employed on the Artibonite project 
for which a $4.3 million loan was made by the DLF. Funds for 
this project are therefore being temporarily withheld subject to a 
satisfactory solution. 

Through the special assistance program, projects are being put into 
effect which, within a relatively short time, if the cooperation of the 
Haitian Government is forthcoming, should yield substantial results 
in production for domestic use and for export. 

As a result of the austerity program there has been a modest im- 
provement in Haiti’s monetary reserve position. 


MILITARY ASSISTANCE—CRITICISMS OF PROGRAM IN LATIN AMERICA 


During the last year, some Members of Congress have seriously 
questioned the desirability of continuing the program of grant milli- 
tary assistance we are conducting in Latin America. Similar adverse 
comment has appeared in the press and in some of the studies which 
private research institutions have popenen on various aspects of our 
foreign policy at the request of the Senate Foreign Relations Com- 
mittee. 

From this criticism, three principal charges emerge: first, that our 
military program has stimulated Latin American countries to make 
heavy expenditures on armament; second, that the program has the 
effect of maintaining dictators in power; and third, that it is a costly, 
wasteful and otherwise undesirable approach to the real necessities 
of hemispheric defense, which could be met by creating a small, col- 
lective inter-American defense force, which could be used, in accord- 
ance with agreed multilateral arrangements, to maintain peace against 
threats arising inside the hemisphere. 


PROGRAM NOT DESIGNED TO ENCOURAGE HEAVY EXPENDITURES 
FOR ARMAMENTS 


With respect to the first charge, I would like to make clear that this 
program is not designed to encourage participating countries to under- 
take heavy military expenditures. 

The Cuatrman. I don’t think anyone said it is designed to do that. 
However, critics of the program have said that is the effect of the 
program. You assert that it does not have such an effect? 

Mr. Ruporrom. I think that it does not, Mr. Chairman. 

The CuarrMan. I don’t say that was the intention of the program. 
I don’t think anybody feels the military assistance program was un- 
dertaken with that purpose in mind. 

Mr. Rurorrom. The program does not constitute U.S. endorsement, 
direct or implied, of the present size and character of Latin American 
military establishments. Although Latin American countries have 
the sovereign right to determine their own military requirements, we 
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believe that most of them could reduce their military expenditures 
without jeopardizing their security. We have made clear to countries 
participating in the grant program that U.S. military interests in the 
program do not extend beyond those units which they have consented, 
in agreements with the United States, to maintain for regional de- 
fense under the Rio Treaty. In no Latin American country do the 
local military units receiving U.S. grant aid constitute more than one- 
sixth of the total personnel strength of the local armed forces. 


UNITED STATES SUPPORTS ONLY WHAT IS NECESSARY FOR REGIONAL DEFENSE 


From this maximum, the percentage of local forces supported by 
the U.S. program for regional defense purposes ranges downward to 
a low of 2 percent. By giving primary emphasis within their mili- 
tary establishments to that very small fraction of their total forces 
deemed by military authorities to be an essential regional defense 
requirement, participating countries should be able to effectuate real 
savings in their annual defense expenditures. 

In the absence of international agreements in which Latin American 
countries consent to limit their armed forces to agreed levels, each 
country obviously is free to maintain forces additional to those main- 
tained for regional defense pursuant to agreements with the United 
States. While we do not, under section 105(b) (4) of the Mutual 
Security Act, provide grant assistance for such additional forces, 
Latin American countries are eligible to purchase equipment for that 
purpose through our military sales program. 

In considering each request for the purchase of armament we reserve 
to ourselves the right to deny the sale. 

We feel particularly disposed to exercise our right of denial when 
we believe that the equipment would contribute to acute political 
tensions, such as those now existing in the Caribbean area. Under 
normal circumstances, we counsel Latin American countries to forego 
purchase when we consider the armament to be militarily unnecessary 
or to represent a serious drain on their economic resources. However, 
experience has shown that when denied the opportunity to purchase 
U.S. equipment, Latin American countries usually are able to procure 
it elsewhere. 

In acquiring non-U.S. armament they have a choice of procurement 
from numerous free world suppliers or from the Soviet. bloc. 

It does not follow, in consequence, that the United States should 
respond favorably to every Latin American request for arms of what- 
ever type or quantity. 


LATIN COUNTRIES MUST MAKE ARMS LIMITATION AGREEMENTS 
THEMSELVES 


Nevertheless, the sovereign right of each country to determine its 
own military requirements and the ne of arms from nu- 
merous non-U.S. sources, including the Soviet bloc, are factors that 


remove the problem of Latin American arms limitation beyond the 
effective range of unilateral U.S. arms control policy. 

Any reduction of Latin American arms expenditures must be 
brought about by decisions taken individually or collectively by the 
Latin Americans themselves. 
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We have wholeheartedly supported the Latin American proposal 
for an item on the agenda of the 11th Inter-American Conference 
which will raise for consideration at Quito the desirability of holding 
a special inter-American meeting to discuss Latin American arms 
limitation. 

We likewise have welcomed the recent initiative taken by President 
Alessandri of Chile and President Prado of Peru to have the problem 
discussed in some inter-American forum prior to the Quito con- 
ference. 

During any inter-American discussion of the subject, we are pre- 
pared to make the most helpful contribution possible. We also are 
prepared to make our own programs and policies consistent with any 
arms limitation arrangements agreed to by the Latin American coun- 
tries that are not incompatible with our own interests. 


RISE OF CONSTITUTIONAL GOVERNMENT IN LATIN AMERICA HAS 
PARALLELED U.S.-LATIN MILITARY COOPERATION 


In commenting on the second charge made against the grant pro- 
gram, namely, that it has helped to maintain dictatorial regimes in 
power, I should like to recount briefly the history of our military 
relations in Latin America since the commencement of World War 
II and also to note the parallel development of constitutional gov- 
ernment in the area. 

Because of World War II, Korea, and the aftermath of the cold 
war, U.S. military cooperation with Latin American countries is now 
more extensive than at any time in our history. 

We have available in the Rio Treaty an arrangement for regional 
defense. In the Inter-American Defense Board we have a regional 
organization engaged in military planning for the common defense. 

We maintain military training missions in 17 countries. Since 1952 
we have concluded mutual defense agreements with 12 countries 
which have agreed to maintain small fractions of their total armed 
forces for the performance of regional defense missions. Through 
fiscal year 1959, approximately 10,600 courses of instruction have been 
completed by Latin American military personnel at U.S. military 
schools and training centers in the United States and the Canal Zone. 

In addition to maintaining our historic military facilities at Guan- 
tanamo and in the Canal Zone, we are now utilizing facilities located 
in two countries for essential downrange tracking of intercontinental 
missiles. We may have a future requirement for similar Latin 
American sites in connection with our rapidly expanding satellite and 
space programs. 

During this period of extensive U.S. military relations with Latin 
American countries, there has been a notable increase in the number of 
constitutional regimes in the area. In the majority of countries in 
which democratic governments have replaced dictatorial regimes, the 
local military has presided during the difficult period of transition im- 
mediately preceding the establishment of orderly, constitutional 
government. 

In such countries, the local military is continuing to support the 
new government and to provide it with that degree of security from 
anti-democratic acts of subversion and violence which is prerequisite 
to the functioning of the democratic process. 
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These developments in constitutional democracy in Latin America 
tend to refute the allegation that our military program has impeded 
the growth of free political institutions in the area. 


U.S. MILITARY PERSONNEL PROVIDE NONPOLITICAL EXAMPLE FOR LATINS 


U.S. military personnel assigned to Latin America scrupulously 
adhere to the policy of nonintervention which underlies all U.S. 
foreign aid activities. 

Nevertheless, as United States and Latin American military per- 
sonnel are brought into close professional association through our 
military programs, whether in MAAGs, military schools, training 
missions or the Inter-American Defense Board, they gain not only a 
better understanding of the problems of hemispheric defense, but 
also a deeper appreciation of the democratic ideals which we and 
Latin American nations share in freedom from Soviet domination. 

As a result of these contacts, we believe that there is increasing 
emulation in Latin American military circles of the nonpolitical role 
played by the U.S. soldier in our national life. 


PROPOSAL TO ESTABLISH INTER-AMERICAN DEFENSE FORCE BEING STUDIED 


It was proposed last year that we terminate our grant program, or 
drastically curtail it, and put the proceeds into support provided an 
Inter-American defense force to be utilized, when determined neces- 
sary by the Council of the Organization of American States, to main- 
tain the security of the hemisphere against internal threats to the 
peace. 

The feasibility of establishing such a force is now under study 
within the executive branch of the Government. However, if we 
should decide that the establishment of such a force would be in the 
best interests of the inter-American system and the United States, 
the political and military merits of the proposal would have to be 
considered fully and favorably by other members of the Organiza- 
tion of American States. Such a force could not be established within 
existing inter-American arrangements but would require the con- 
clusion of new international agreements at an appropriate inter- 
American conference. 

Taking into account the political and military complexity of es- 
tablishing a force acceptable to all members of the inter-American 
community, I frankly see very little prospect of the proposal being 
adopted and put into effect during fiscal year 1961. 


PROSPECTIVE USE OF REGIONAL DEFENSE UNITS 


It should be recognized that the units we are assisting Latin Ameri- 
can countries to develop through the grant aid program constitute 
regional forces in being which may be utilized, with the authoriza- 
tion of their government and pursuant to procedures prescribed in 
the Rio Treaty, to assist in maintaining peace from threats inside the 
hemisphere. 

These units are adaptable to being utilized in connection with any 
inter-American defense force the United States and Latin American 
nations may decide to establish. Their utility was demonstrated re- 
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cently in Banyan Tree IT, in which a number of them participated 
with U.S. forces in a military training exercise designed to test their 
capability for defense against a moc k attack in the Canal Zone area 


PROPOSED FISCAL YEAR 1961 LEVEL OF MILITARY AID 


The Joint Chiefs of Staff have concluded that there is a valid mili- 
tary requirement for Latin American participation in measures im- 
portant to the defense of the Western Hemisphere and that it is 
necessary for the United States to render military assistance to those 
countries with which the United States has concluded bilateral mili- 
tary plans. 

In support of U.S. policy objectives, we plan for fiscal year 1961 a 

rogram of grant assistance requiring appropriations totaling about 

9 million. In addition, we require a total of $18 million for financ- 
ing credit sales of equipment under section 103 of the Mutual Se- 
curity Act. This money will be repaid to the United States with 
interest. 

Of the total of about $49 million needed for grant assistance, $16 
million is for training and miscellaneous services, leaving only about 
$33 million for material. Over 50 percent of the total materiel 
money is required for the third increment of the 4-year program we 
have agreed to provide Brazil in connection with the U.S. missile 
tracking facility located on Brazilian territory. After meeting the 

materiel requirements of the fiscal year 1961 Brazilian program, we 
will have less than 50 percent of $33 million to use in meeting the 

materiel requirements of nine countries. 


UNITED STATES WITHHOLDING ARMS FROM CUBA AND DOMINICAN REPUBLIC 


We are requesting no fiscal year 1961 funds for Cuba or the Domini- 
can Republic. No materiel ‘has been delivered to Cuba under the 
military assistance program subsequent to January 1959. The only 
military assistance provided Cuba since that date has consisted of 
training provided a very small number of Cuban military personnel 
to complete training in the United States commenced in fiscal year 
1958 and fiscal year 1959. 

The last of these students will complete their courses in May. In 
view of the political tensions now existing in the Caribbean area, we 
have delivered no grant materiel to the Dominican Republic during 
the current fiscal year except a small amount of equipment previously 
approved for the Dominican program in May 1959. None of this 
equipment included planes, vessels, weapons, or ammunition. 

The military assistance we plan to provide in fiscal year 1961 is 
required by the Latin American countries included in this program. 
The participation of the recipient countries in measures directly re- 
lating to the common defense of the Western Hemisphere is required 
and important to the security of the United States. 

The Cuatrman. Thank you, Mr. Rubottom. This is a question 
that comes up constantly. The only assistance left under the mili- 
tary program for Cuba is the completion of the training of some 
military personnel here; is that right? 

Mr. Runorrom. I believe it is clear with respect to the military pro- 
gram to which I just alluded in reading. I would like also to say that 
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in addition to that, the administration in its illustrative program, 
which was prepared months ago, also requested a very small technical 
cooperation program for this coming year to carry out a few projects 
which are under way there and which have been requested by the 
working ministries of the Cuban Government. 


PROSPECTS FOR NONMILITARY PROGRAMS IN CUBA AND DOMINICAN 
REPUBLIC 


The Cuarrman. Will you recommend that these nonmilitary pro- 
grams be approved ? 

Mr. Rusorrom. I think that since this illustrative program was 
developed, our relations with the Cuban Government have continued 
to deteriorate, and we would be willing to abide by any decision taken 
by the Congress. I think, however, that it might be desirable to give 
the President flexibility, since these funds are appropriated to the 
President, to have a program there, in the event that it is in our na- 
tional interest to do so. 

The CHatrmMan. You are speaking of the technical assistance 
program. 

Mr. Rurnorrom. Yes, sir. 

The Cuarrman. The same situation prevails with respect to the 
Dominican Republic? 

That is, is a nonmilitary program recommended for the Dominican 
Republic? 

Mr. Runorrom. Yes, sir, there is a small technical cooperation pro- 
gram with the Dominican Republic which is primarily in the field of 
education. I believe that the total amount is $280,000. We have dis- 
cussed that program in the past with you and the other members of 
this committee, and have recognized, I believe, that there would be 
benefits from having a program that would enable us to maintain 
contacts with the Dominican people. 


USE OF MILITARY FORCES IN ENGINEERING PROJECTS 


The Cuatrman. Are any of the regional military forces used for 
engineering projects such as our Army engineers are used for in this 
country ¢ 

Mr. Rusorrom. There are programs now under the military as- 
sistance program for what we call engineer combat battalions in four 
countries I believe, Colombia, Ecuador, Peru, and Brazil. In addi- 
tion, the ICA has engineering construction units, what they call ECU, 
in three countries, Paraguay, Bolivia, and Honduras. So of the 12 
countries in which we happen to have military programs between 
ICA and the military, there is a total of 7 countries where these units 
are now working. 


NEED FOR PUBLISHING HOUSE TO PROVIDE TECHNICAL MATERIAL IN SPANISH 


The Cuatrman. I received in the mail a short time ago a copy of 
a speech made in Maracaibo, Venezuela. It was a very good speech 
by Mr. Enrique Auvert recommending that there be established in 
Latin America a clearing house and publishing house of technical 
texts. He says a great deal about the work the Russians are doing 
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in this field and mentions what we do in the translation of foreign 
texts. 

This strikes me as a very good idea. Mr. Auvert points out that 
all these countries, except one, have a common language, and yet the 
publishing of technical material is a project that not one of them is 
able to undertake because it is an expensive project. He makes a very 
persuasive case that this is an urgent need in Latin America. 

Of course, this is a part of educating the people to run their indus- 
tries and other economic development activities that they are trying 
to foster. Mr. Auvert points out the many fields in which technicians 
are needed—their plants, their airlines and the many kinds of con- 
struction that go with industrialization and economic improvement. 
Mr. Auvert’s speech is excellent and his idea appealed to me as being 
very sensible. Establishing such a publishing house is the type proj- 
ect to which we should direct our efforts. It would benefit the whole 
region of Latin America by making available in Spanish the texts of 
all types of technical matters which now are simply not available in 
Spanish. I think not too many technical publications originate in 
Spanish and therefore they have to be translated. Has such an idea 
ever been proposed to you before ? 

Mr. Ruszorrom. It has not only been proposed, but I believe we are 
sarrying out such an idea to a considerable degree. 

Mr. Chairman, if you would care to make available to us a copy 
of this speech, however, we would be glad to read it and to take it 
into account. 

You would be interested, however, in knowing that in Mexico City 
under the regional technical aid center—which is conducted under our 
own ICA program—we arrange for translation and publication of 
technical materials upon request, and in the agricultural institute in 
Costa Rica which is under the auspices of the OAS, technical docu- 
ments are being translated in the agricultural field. 

I don’t doubt that there is perhaps more that might be done in this 
field. I believe that this matter was also on the agenda of the so- 
called committee of 21 meeting last year, which took up some of the 
initiatives that have flowed out of Operation Pan America. I agree 
with you that it is a worthwhile field, and this technical aid center 
operated by ICA in Mexico City is already working in the field. 

The Cuatrman. It strikes me that this is exactly the type of activity 
which lends itself to regional action. One well established center 
for translating publications would be extremely worthwhile. I 
wouldn’t recommend that we set up such a center in every country 
and thereby fragment our effort. Mr. Auvert was well aware of 
what the Russians are doing. Of course, we have heard on many 
occasions that the Russians are doing far more in this field than we 
are, and that some American professors have to get the Russian edi- 
tions in order to find out what is being done in America, because there 
is no coordination in this country of our own publications equal to 
that which the Russians have. 

As I recall, I think the Russians have some 30,000 people working 
on the coordinating project, translating and compiling from technical 
magazines and books and pamphlets from all over the world. Of 
course this saves them untold time in their own research, because they 
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can pick the brains of everybody else. You are familiar with this 
matter, I suppose. 

Mr. Ruworrom. Yes, sir. 

The CHarmman. I will make this speech available. I think it is 
extraordinarily well done. It was made at the Rotary Club in 
Maracaibo on es 5, 1959. I don’t know whether the man who made 
the speech is an American or not. I received it from Mr. Auvert’s 
sister who is an American citizen. I would like to make this speech 
available wherever it might be of use. In addition, I will submit it 
for the record. 

(The document referred to follows :) 


LirtLe Rock, ArKk., March 22, 1960. 
Senator J. WILLIAM FULBRIGHT, 
Washington, D.C. 

DEAR SENATOR: A few years ago I sent to you a translation of an editorial 
by my father, Rodolfo A. Auvert, publisher of the newspaper “Diario de Oc- 
cidente” in my hometown of Maracaibo, in Venezuela. The editorial was about 
the high price of American manufactured products. You were kind enough to 
have it reprinted in the Annex to the Congressional Record. 

Again, I am taking today the liberty to send to you a translation of a speech 
made last year before the Rotary Club in Maracaibo by my brother, Enrique 
Auvert, vice president of Ferreteria del Lago, C. A. The plan is to establish a 
sorely needed publishing house of scientific texts in Latin America. Unfortu- 
nately, while everyone in Latin America so far contacted by my brother—edu- 
eators, politicians, et al—have declared themselves very much in favor of the 
project, no one has offered any tangible cooperation. 

Therefore, I decided to contact you. Considering your very fine record of 
patriotic awareness of the importance for the United States of true progress 
in Latin America, I hope that you may have a helpful suggestion to offer. Ver- 
haps if your great prestige was lent to the plan, the Latin Americans would 
finally be spurred into constructive action to help themselves. 

I shall look very much forward to your answer. Please accept my sincere 
apologies for taking your very valuable time. I would not have done that if 
it weren’t that I consider the plan for such a clearinghouse one of vital im- 
portance for Latin America and, eventually, of great interest to the United States 
themselves. 

Very sincerely yours, 
ELIZABETH AUVERT EASON. 
(Mrs. JosepH K. Eason.) 


A LATIN AMERICA PUBLISHING HOUSE OF TECHNICAL TEXTS 


(Speech made by Enrique Auvert, Director of Ferreteria del Lago, C.A., before 
the Rotary Club, in Maracaibo, Venezuela, May 5, 1959) 


Gentlemen, a couple of years ago a friend of mine, facing serious problems in 
obtaining the Venezuelan technical personnel he needed for a project, told me 
helplessly: ‘““‘The trouble with Venezuela is that we are getting down from the 
donkey to climb into the jet plane.” I remember telling him then that he was 
just momentarily depressed and that, besides, he was overstating the case. 
However, I couldn’t help thinking that he was right. 

In Venezuela, the university graduates that can be considered real technicians, 
plus a few that have pursued a specialization abroad, and others that have 
struggled to teach themselves through correspondence courses and reading—all 
these form a very small core. This small group, plus the foreign technicians 
that we have imported, are struggling—whether they themselves realize it or 
not—with the Herculean task of industrializing Venezuela. Misspending, 
planning inefficiently, suffering political instability, Venezuela progresses, never- 
theless. But we are only at the beginning. Let us envision the day when the 
national industries of oil, chemistry, and steel will be producing a great variety 
of basic materials that in turn will call for many different types of factories of 
manufactured goods. How well will we be equipped then to handle the chal- 
lenge? We have nothing more than the limited number of experts I mentioned 
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above, but abundance of funds and the backing of many men of good will, that 
have, however, neither the education nor the know-how required. The majority 
that forms this last group is composed of empirical practitioners, many of them 
equipped only with the audacity ignorance often provides. Even today, the 
costly and complicated national petrochemical industry is already a source of 
headaches, in spite of the fact that there are many foreign experts working with 
the Venezuelan managers. 

The National Airline (LAV) produces heavy losses and the corporation is 
ridden by lack of morale and of organization. I believe those examples prove 
our staggering need for professionals in every sphere of technology. If we don’t 
manage to produce those experts, we will risk mishandling the nation’s revenues 
in disastrous proportions. Venezuela is at the threshold of industrialization. 
More, it is vital to the nation that we reach industrialization—as was admitted 
recently by the Minister of Development—and to obtain it we must take full 
advantage of the prosperous times we are having. I won’t dwell on this. 
Enough has already been said about the risk run by countries like ours, that 
produce a single important material—in our case, oil. 

Gentlemen, no great vision is needed to realize that in years to come our 
nation will require far more technicians than our schools will produce. We will 
have to call on foreign experts, or we will have to resign ourselves to produce 
goods of poor quality and high cost due to inefficient systems of manufacture. 
Even those that have already graduated from our schools, should not stand still, 
They will require continuous study to keep abreast with the new discoveries in 
science and the new techniques. Finally, the general population of Venezuela 
needs better training in order to attain more efficient production through less 
trial-and-error methods. 

To reach such a goal an intense effort will be needed for many years, to 
encourage in our people the desire to study after working hours and—the crux 
of the matter—to make available to all the technical texts a complex modern 
society produces and requires. The great industrialized nations of present time 
are noteworthy not only because their own experts produce great numbers of 
technical works, but also because those nations speedily translate into their own 
language the important technical works from abroad. Examples are the United 
States and Russia, that have superb setups through which the student can 
obtain texts on subjects varying from atomic energy to bricklaying. In those 
countries books are published on every category of learning, from the simplest 
to the most complex. There are numerous periodicals that continually adver- 
tize new methods, new research, new progress in their particular fields. Thus 
it is hoped to keep informed not only the scientist and the technician but also 
the worker, the executive, the craftsman, and the clerk. One should pay special 
attention to Russia’s effort to industrialize itself during the 20th century. The 
“sputniks” and the ICBM are proof of the progress Russia has achieved under 
the iron-like Communist rule. In her struggle for world domination, Russia 
has not spared itself any effort to achieve great technical and military progress ; 
but has managed to do so only at the expenses of the standard of living of its 
people. Even today such a standard is considerably lower than that of the rest 
of the European nations. However, in reaching its objective the Russian dic- 
tatorship has been realistic and one of the reasons, in my opinion, of Russia’s 
progress is its tremendous effort to make available to the people all the scien- 
tific and technological texts published throughout the world. I shall give some 
Russian statistics, and while Russian statistics are traditionally unreliable, 
they give, however, an approximate idea of the colossal effort made by the 
country in the book-publishing field. In 1956, Russia printed 1,100,000 volumes ; 
54,700 different works were published. From that total, 59 percent pertained to 
the natural and abstract sciences. And 480,000 volumes of translated works have 
been published there during the last 40 years. There are 392,000 libraries— 
among them small collections in schools or colleges. 

In addition, the Soviet Union possesses the world’s most perfect machinery 
to compile, translate, and publish works from abroad. American scientists 
visiting Russia have been amazed to see there books about their own latest 
discoveries, with illustrations of the most advanced techniques used by them- 
selves in the United States. There have been cases of American scientists 
finding out about discoveries by other American scientists through Russian pub- 
lications translated into English under the patronage of the American Govern- 
ment. Russia publishes nearly 1,200 scientific magazines, of which some 200 
are of importance. The effort being made by the American Government to 
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obtain translations of foreign works is considered inadequate by the American 
Scientists themselves, and they have been very vocal in their criticisms. They 
do not consider the American effort in this direction comparable to that of the 
tussians. They point out that of those 200 important Russian magazines men- 
tioned above, not half of them are obtainable in translations in the United 
States. But Russia translates into Russian all the scientitic magazines published 
in English. There are indeed some incredible happenings of American scientific 
papers of great importance being published in Russia almost at the same time 
than in the United States. This can be explained only by the immense espionage 
net that Communist Russia has throughout the world. 

Well, the United States, as said above, has equally vast setups for the pub- 
lication of technical texts. Some parts of that setup are huge private com- 
panies, others belong or are controlled by the Government. The American prog- 
ress is not as dramatie as the Russian, but only because 40 years ago the United 
States was already a very powerful country with great industrialization and 
technology. 

What I have said above proves, I believe, that while it is not enough to 
publish books in order to create scientists and experts, at least it is funda- 
mentally necessary to have the books required to develop such scientists and 
technicians. 

In our Spanish-speaking countries there are already publishing companies of 
considerable importance. Specially in Spain, Mexico and Argentina one finds 
great progress in the field of publication of technical texts, but such progress 
is not nearly enough. 

We here can all testify to that. Each time we have tried to go a little deeper 
into some subject—excluding, perhaps, such well known professions as medicine 
and law—inevitably we must fall in texts written in a foreign language. I do 
not think I am mistaken in believing that, considering the vastness of the prob- 
lem, it would be preposterous for one single Latin-American country to tackle 
alone the translation and publication of the scientific and technical texts avail- 
able abroad throughout the world. Fortunately, anew there is talk of inter- 
American cooperation, and aspirations are voiced for a common market for the 
Latin-American nations. This idea of a common market, about which there 
has been much talk for such a very long time, is only now receiving due con- 
sideration from the nations of our hemisphere, but due to the fact of the great 
differences among our currencies it will most probably have to be limited, at 
least at the beginning, to certain commodities only. 

We sincerely believe that one of the first steps in the road toward that Latin- 
American cooperation, and the one that would bring incalculable benefits to 
our countries, should be the creation by the nations of our hemisphere of a 
publishing house of technical texts. The Latin-American countries share a 
common language—excepting Brazil—and that is an added incentive for such a 
project. If we do not establish such a publishing house we will continue having 
available only the very few texts that each nation can translate and publish 
separately. And that is a very small percentage of what is needed for the 
industrial development of a continent. 

We come now to the second part of my presentation, where we shall endeavour 
to sketch the basis of a possible outline of the structure and development of 
such a publishing house. 

In the first place, we must see that countries as Mexico and Argentina won’t 
feel that their advanced publishing industries will be menaced by a publishing 
house for the whole of Latin America. Such a fear in the part of some nations 
would doom our idea. Therefore, what I have in mind is a publishing house 
that won’t compete with the already established publishing companies, be these 
private or public owned; that won’t compete even when among the activities 
of those publishing companies already established is that of publishing technical 
texts. The objective we shall pursue is the edition of technical texts that have 
not been translated yet into our language, and of the hundreds that are con- 
tinually being published abroad without anyone doing their translation. Much 
needed is also the digest, translation and publication of the most important 
scientific magazines abroad. It would make no sense, therefore, to duplicate 
effort and money and compete with industries that have been beneficial to our 
continent. To the contrary, the publishing house I talk about could cooperate 
with those already established in the distribution of their texts throughout 
our America, and this would surely lower the price at which such texts are 


now sold. 
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Such a publishing house could be not only Latin-American but better Hispano- 
American, because Spain could be included in it. Our intentions are not to 
create competition, or to duplicate efforts. A Latin-American publishing house 
of technical texts, built by all the nations of the Spanish-speaking peoples, will 
endeavor to add on to the job being done by the already established publishing 
companies. In the same way, the new Inter-American Bank will only perform 
operations that the public and privately owned banks of the Latin American 
hemisphere cannot perform. 

The publishing house in question would serve better as a directing, coordinat- 
ing center. And, if it is found to be more convenient, the translating and publish- 
ing of the texts can be made in several countries, instead than in a single one. 
This would stimulate the publication of technical and scientific works by our own 
Latin American authors. 

And while the project should be discussed, studied and possibly changed by 
the representatives of the countries that will want to cooperate, the preliminary 
study could be made, perhaps, by the Ambassadors before the OAS. I shall take 
the liberty to make a possible outline of such a project: 

(1) Each of the nations that will agree to participate, will pay its alloted 
amount to constitute the necessary capital for such an organization, that will 
have necessarily, to employ hundreds of people, executives, translators, planners, 
personnel to handle printing and distributing, ete. 

(2) A committee, formed by the delegates from the nations participating in 
the project, should have headquarters in some chosen city in the Spanish- 
American nations. Perhaps a city like Bogoté or Caracas would be best due to 
their geographical position. 

(3) Each of the partner-nations will name its own internal committee to keep 
in contact with the delegate to the central committee and to instruct him when 
necessary. Such a committee could be formed in each nation by presidents of 
universities, representatives of the government, and of organizations such as the 
chambers of commerce, and the scientific societies. 

(4) The central committee would be subscribed to the important scientific and 
technical publications throughout the world, and would keep delegates in the 
most industrialized and scientifically advanced nations of the world, in order to 
obtain without delay for the committee, the texts that would be published in 
those countries. Those nations themselves know that the Spanish-American 
world must industrialize in order to raise their standard of living. They know 
that as our economy rises, so will the commercial interchange with the industrial- 
ized powers. Therefore, it is quite possible that those nations themselves will 
offer their cooperation to the delegates of the central committee of our proposed 
publishing organization. 

(5) The national committees would study the list of books to be published, 
from the lists that they will receive regularly from their delegates to the central 
committee. And in that central committee, voting would solve the differences 
of opinion as they arise. 

(6) Such a central committee would decide, after study, if a headquarters for 
the publication of the texts should be established or if the job can be done by 
the already established publishing houses in our hemisphere and in Spain. The 
central committee also would decide what personnel should reside in each one of 
the partner-countries, 

(7) The publishing organization would publish and distribute free catalogs 
and propaganda matter about the books available—including those available in 
privately owned publishing houses—to universities, schools, colleges, libraries, 
scientific associations, industrial and commercial organizations, etc., throughout 
the hemisphere. 

I have here with me catalogs and booklets from one of the big American pub- 
lishing companies, pertaining only to technical texts. I believe that not even 
20 percent of the knowledge and wisdom represented by the texts listed in these 
catalogs and booklets, is available to those who do not speak English, because 
the texts have not been translated into Spanish. 

What I have outlined above could form a possible basis of discussion the 
day meetings would start in order to discuss the project realistically. 

What has been accomplished to make some day possible such a publishing 
organization : 

(a) The local press, the presidents of the Venezuelan universities, several 
chambers of commerce and industry, etc., have decidedly backed the project. 

(b) The delegates of the Rotary Clubs of Peru, Ecuador, Colombia, Panama, 
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and Venezuela, gathered in the II Rotary Bolivarian Forum (II Foro Roatrio 
Bolivariano) that took place in Bogoté during August 1959, favored the idea 
and decided to promote it through the Rotary Clubs of their respective nations, 

(c) The Congress of Latin-American Universities last September in Buenos 
Aires, accepted and endorsed the project of the creation of the Latin-American 
Publishing House, presented by the delegates of Zulia University of Maracaibo. 

So far no American Republic has presented the project to the study of the 
OAS. 


U.S. GOVERNMENT ACTIVITY IN FIELD OF TECHNICAL TRAINING 
IN LATIN AMERICA 


Mr. Rusorrom. All right,sir. I was just going to say that $185,000 
has been requested for the continuation of this regional technical 
aid center in Mexico, and we will be glad to give consideration to 
any practical suggestions that are included in this speech as well as 
to the whole matter which you have just mentioned. 

The Cuarrman. Mr. Auvert ties his idea in with the even more 
basic problem of education in Latin America—the lack of education 
holds back all of their efforts—and he gives a very persuasive 
reason as to why they misspend so much of their money. There 
are so many mistakes made through lack of competent technicians. 
Even in an advanced country like ours we make such mistakes. In 
areas where there are fewer trained people they are plagued with in- 
efficiency and waste of their own assets. Mr. Auvert makes that point 
very well. There is nothing they need more than education. And in 
order to make that education effective they need access to the knowl- 
edge that has been developed all over the world, and this they can’t 
get without translations into Spanish. 

Mr. Rusorrom. I might also say that I know that the USIA is 
also doing some very substantial and very effective work in trans- 
lating both technical as well as more literary documents. 

The CuatrmMan. That is quite limited | think. 

Mr. Rusorrom. They are using Buenos Aires I believe and Mexico 
City presently where they have excellent publishing facilities, and 
to some extent Brazil for Portuguese. 


EFFORTS SHOULD BE COORDINATED INTO ONE CENTER 


The CHamman. Why can’t the ICA and the USIA coordinate 
efforts and establish one really effective center for this work. It 
ought to be one center. I think it would be a great mistake to have 
many different centers all over the place. None of them would be 
competent. 

Mr. Atrwoop. Mr. Chairman, if I might add this regional training 
center in Mexico not only does this translation on request, but it works 
with the audio-visual groups in each country in order to carry this 
material from Mexico and distribute it within the individual country. 
Now technical cooperation, as you know, is limited to demonstration 
and training. Therefore the materials requested from this technical 
center in Mexico must be for demonstration and training in the other 
country. The USIA is a slightly different type of operation. We 
coordinate with them very closely, but they don’t get into the technical 
books as much as we do, and they distribute on a different basis, 
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The Cuarrman. His idea sounds like a project with a future, in con- 
trast to your military program. If you took half your military money 
and put it in a project like this, we will all be better off. Senator 
Green, do you have any questions? 


HEMISPHERE DEFENSE UNITS VIS-A-VIS LOCAL MILITARY ESTABLISHMENTS 


Senator Green. I would like a little further explanation about one 
or two points. You say that you want to make it clear that the U.S. 
program is not designed to encourage participating countries to 
undertake heavy military expenditures. Then you go on to explain 
how there are certain parts of their military establishment that we 
are willing to help maintain, but not the other parts. What difference 
does it make in the total result whether we assign assistance to one 
particular part of the military establishment or leave it to the re- 
cipient country to decide? It may have some minor effect, but that 
is all. 

Mr. Rusorrom. The rationale of the program from its inception, 
sir, has been to support certain units for hemisphere defense roles in 
accordance with the plan which they and ourselves have worked out. 
Therefore the only basis to use the U.S. funds in this military program 
has been to support these units, which range from a high of around 
16 percent of the total personnel strength of the local forces in one 
or two of the programs down to as low as 2 percent of the total 
military in some of the other countries, presumably the larger coun- 
tries. Admittedly, whatever assistance is rendered those units, I 
suppose, permits them to do a little bit more with their own budget 
in other parts of the program that are not supported by US. 
assistance. 

I think that the rationale of the program to have a hemisphere 
defense program under the Rio Treaty in accordance with our joint 
obligations, is a quite defensible one, Senator, and the size of the 
program, if you followed the figures later, which I am sure you did, 
sir, reveal that actually taking out the Brazilian increment leaves 
a very, very small portion for the other 11 countries that have entered 
into mutual defense assistance agreements with the United States. 

Training is approximately a third of the materiel program. I 
believe the committee has generally agreed that the training objec- 
tives are salutary, and that we accomplish something that is 
meaningful. 

Senator Green. Yes; but fundamentally it does not make any 
difference to the recipient countries. We give them a certain amount 
of money and it doesn’t make any difference to them if we say, “You 
spend this money on something you have to have for hemispheric de- 
fense and then you are free to spend the rest of your money as you 
like on things you don’t have to have and we think you should not 
have.” 

Mr. Rusorrom. Mr. Chairman, could I go off the record just for 
a moment # 

The CuHarman. Why don’t you go ahead and strike out later what 
you want to. You may not want to strike it out, but you have the 
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privilege of striking out something that is classified. 
Mr. Rusorrom. | Deleted. | 


U.S.-PROVIDED FUNDS MAKE NO DIFFERENCE IN TOTAL MILITARY EXPENDI- 
TURES OF LATIN COUNTRIES 


Senator Green. I don’t think you have answered the question that 

bothers me at all. Suppose they think they have an X need and we 
say “No, you only have a Y need” which is one-tenth of what they 

think their X need is. We say we will provide the one-tenth. 

Then they can go ahead with their plan just the same as before. I 
don’t see that our partial support has any effect on them. 

Mr. Rusorrom. I believe that the role of our people there and the 
net effect of these programs has been really to keep the programs 
probably more in reason than they would have otherwise been. 

Senator Green. We don’t make any conditions as to the extent of 
their total military expenditures. 

Mr. Runorrom, But you wouldn’t deny, would you, Senator, that 
in the context of our total relations with a country, to have adequate, 
indeed satisfactory, relations with the military is an important part 
of the total relationship that we want to maintain ? 

Senator Green. Yes, but I don’t see that anything is really accom- 
plished by limiting the amount of money we lend. 


DOES U.S. SUPPORT PREVENT GREATER MILITARY SPENDING IN LATIN 
AMERICA ? 


Mr. Rurnorrom. If I could just briefly sum up, first on the military 
and hemisphere defense side, we have a working relationship and we 
have trained units and we have the equipment in the hands of people 
who are prepared to join us on a moment’s notice to carry out hemi- 
sphere defense which under the Rio Treaty we would like to have 
them do, and we are jointly called to do with them. [Deleted.] We 
also, through these programs, have been able to establish a better 
working relationship than we would otherwise have had. 

[ earnestly submit this to be the truth. It is my opinion at least, 
that if we did not have these programs, especially in view of the 
fact that we have programs in other areas of the world, the invidious 
comparison factor would emerge. In view of the fact that we have had 
these programs, which are being scaled down slowly anyway, to do 
it all at one time would result I think in harming this relationship 
which we have carefully built up. 

We have had training programs with some of these countries for 
as long as 30 years, and even longer in one or two cases. Now if we 
were to drastically curtail or eliminate these programs, do you hon- 
estly believe that we would be able to maintain the training missions 
that we have, which I submit again earnestly carry out a constructive 
role for the United States. 

If we didn’t provide some of the materiel with them, our training 
missions, I am sure, would be replaced by those who were prepared to 
furnish the materiel. 
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Senator Green. Your point is that if they did not get the money 
from us they would get the money or the military equipment from 
somebody else. That is not my point at all. I don’t see how we have 
limited their military expenditures by paying for certain essential 
items for the military, because they are going to spend the full amount 
they want anyway. Nor do we limit the amount of money they are 
going to spend in other ways. They are relieved of spending money 
they would have to on the essentials, because we made that possible 
by paying for them ourselves. 

Mr. Rurnorrom. I concede that I apparently have not persuaded 
you, Senator, and I am sorry that I have not been able to put it in 
such terms that I could bring you closer to an understanding. 

Senator Green. Let’s assume that I am one of the unconvinced 
general public. You have to prove it to the public in the end—the 
Government has to prove it to the American people. 

Mr. Runorrom. You undoubtedly have more contact with the public 
than I do, but in the seven regional center conferences on Inter- 
American Affairs which I have participated in in the past 6 or 7 
months—TI might say parenthetically it is a very, very constructive and 
encouraging development to have these centers meeting all over the 
country—I have answered questions about the military programs. 
There have been some complaints that have been advanced, but I would 
not say that they have constituted major complaints or ones that we 
could not undertake to explain. 

Senator Green. I would like to have it made clear to me. Let’s as- 
sume that we give them a certain amount of money for a certain def- 
inite purpose that we ‘all essential military defense, is that right? 

Mr. Runorrom. No, sir, all we are doing is giving them a certain 
amount of equipment to develop a unit that would have a hemisphere 
defense role. The money would be to finance the training and the 
equipping of that unit. 

Senator Green. Now how are they limited in their total expendi- 
tures for military purposes by the amount we give them? They can 
borrow or get more in other ways to expand their military equipment, 
regardless of what our contribution is, can’t they? 


U.S. MILITARY ASSISTANCE HELPS FORM HEMISPHERIC DEFENSE SHIELD 


Mr. Rurorrom. I believe that the presence of these certain units to 
carry out hemisphere defense roles and the fact that the United States 
itself stands as a shield to all the rest of the countries as a part of the 
Rio Treaty to come to their defense, really means to the Presidents 
and to the Budget Directors and the Finance Ministers and so on that 
they can spend less than they would otherwise have to spend to main- 
tain their defense, because we are working as a unit, as a cooperative 
group throughout the hemisphere rather than each country having to 

stand alone. 

Senator Green. Do we loan them the assistance funds? 

Mr. Rusorrom. No, sir, these military programs are grant pro- 
grams in the countries where we have grant military assistance 
agreements. 

Senator Green. That is what I thought. 

Mr. Rusorrom. We have three countries, I believe, where we are 
credit financing military sales in fiscal year 1960. 

53356—60——-24 
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Senator Green. We give them a certain sum. Does that sum rep- 
resent one-sixth of the total that they spend ? 

Mr. Ruszorrom. No, sir, it varies from country to country. 

Senator Green. Then let’s take a country for illustration. In a 
pariicular country, the U.S. support may be one-sixth of the amount 
they spend on their military establishment. 

Mr. Rugorrom. No, sir, what I said was that the personnel forming 
a part of the unit which is supported by these grant funds and trained 
by these grant funds constitute one-sixth of the number of people in 
the military of the country that has the highest percentage, and it 
goes down as low as 2 percent of the personnel. 

The Cuatrman. In a lot of cases we do not get very satisfactory 
answers. This is at times a frustrating experience we have to go 
through. Senator Aiken? 


CONDITIONS UPON WHICH AID IS BASED—FISCAL STABILITY 


Senator Arken. I have a couple of questions to which I will prob- 
ably get satisfactory answers. First, Mr. Secretary, to what extent is 
aid to a Latin American country conditioned upon that country main- 
taining sound currency and keeping its financial affairs in good 
order? 

Mr. Rusorrom. Aid to Latin America in the sense of technical 
cooperation, special assistance and the mutual or military programs 
which are incorporated here is not based on conditions that are im- 
posed to the extent of intervening in their political affairs or in the 
running of the countries which is properly the responsibility of the 
country itself. 

As I think I explained in the very brief reference I made to the 
Bolivian program and to the Haitian program, in both of these cases 
the International Monetary Fund, which is an international institu- 
tion of which we are a part, is cooperating with the government in 
trying to maintain a stabilization program. In both cases, I think, 
it is a long-range program that is designed to try to bring the country 
back to a better or a greater degree of economic viability than it had 
when the program started, by tightening up and trying to balance the 
budget, by trying to cut down unnec essary imports, by trying better 
to manage the finances of the country itself. 

Senator Arken. I realize that what I am asking goes outside of 
your own particular field and gets into the field of the Export-Import 
Bank, the Development Loan ‘Fund and other agencies as well, But 
you would say that encouraging sound financial institutions is our 
national policy in general ; wouldn't you ¢ 

Mr. Rusorrom. Yes, sir, [ would say insofar as the banking insti- 
tutions are concerned. Obviously they don’t want to put their money 
into projects that are simply going to constitute a yoke around the 
neck of future generations because of bad management. 

But there are all kinds and degrees of budget and fiscal manage- 
ment, and we try our best not to intervene in these countries in the 
management of their own affairs. 

Senator Arken. I understand that. Of course, speaking of yokes, 
we have a $280 billion national debt of our own. 

Mr. Rusorrom. Yes, sir. 
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DEVELOPMENT OF RESOURCES THROUGH PRIVATE MEANS 


Senator Arken. That is something to consider. I would like to 
know to what extent is aid to a Latin American country conditioned 
on development of their natural resources through private endeavor ? 

Mr. Rusorrom. Our assistance to Latin America is not based on 
any condition that they undertake to develop their resources through 
private channels. We do, I think, by example and by the obvious 
attraction of the flow of private capital which will go to countries 
that want it and treat it properly, tend to give them a certain amount 
of encouragement in that direction. It is a part of our fundamental 
thinking by and large in this country. But we have made loans where 
private capital is not available to quite a number of public projects 
in the field of electric power, in the field of irrigation, in the field of 
steel mills and the like. 

Senator ArkeNn. Has there been any loan to Bolivia for the opera- 
tion of the tin mines? 

Mr. Ruporrom. No, sir. 

Senator Arken. And there have been no loans made for public de- 
velopment of petroleum resources in any country in Latin America, 
have there ? 

Mr. Rusorrom. In Latin America there have been two exceptions 
to that over the past 15 or 16 years. During World War II we loaned 
public funds for the construction and installation of 2 refineries, one 
in Mexico and one in Bolivia. 


EXTENT TO WHICH UNITED STATES CAN MAKE AID CONTINGENT 
UPON CERTAIN CONDITIONS 


Senator Arken. We are not likely to place so many conditions on 
our aid as to jeopardize our relations with these Latin countries, or to 
jeopardize the standing of friendly governments; are we? 

Mr. Rusorrom. We certainly do not want to do that, Senator. In 
this connection I might digress for just a moment to say that I have 
read your report and I have also read that of your colleague, Senator 
Morse, and have found both these reports to be very illuminating and 
very helpful to us. I am cognizant of the suggestions that you made 
in your report bearing on this particular subject. We have, in those 
cases where countries have chosen to follow a line of public financing 
for a given field of economic development, where we might think that 
private financing was the more suitable or more desirable, at least by 
our standards, found the means of cooperating with them in other 
respects which I think have been very, very substantial. Just to men- 
tion Brazil, for example, our Export-Import Bank has loaned close 
to $1 billion there including I think three loans to their government 
steel mill, which total $105 million. 


ARGENTINE AUSTERITY PROGRAM PERHAPS TOO STRINGENT 


Senator Arxen. The reason I asked the last question is that, after 
reading the morning papers, I was wondering if you think we have 
not been crowding Argentina so far in the direction of austerity, sound 
financing and private development of resources that we may have 
jeopardized the existence of a friendly government and invited the 
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establishment eventually—not immediately but say within the next 4 
years—of a government which may be far less friendly and coopera- 
tive with the United States? Isn’t there a point at which we have to 
stop encouraging other countries to do things the way we would do 
them and the w ay we have been able to do them in this country up to 
aaa I was wondering if the Frondizi government seems to be in 

‘eal trouble through followi ing our adv ice? 

Mr. Rusorrom. If indeed we have offered advice it certainly has 
not been in the form of conditions I am sure, Senator, and the assist- 
ance which has been forthcoming has been very substantial, a total 
of nearly $600 million altogether, in which our part, as a govern- 
ment, has been only a small part. We have, of course, not been loan- 
ing to a government just because a certain man happened to be the 
head of it. 

We have been trying to help the Argentine people as a whole. I 
think that all of the other elements which have gone to make up this 
rather complex package of economic assistance—private institutions, 
international institutions including the Fund and the International 
Bank, European banks, American banks and so on—were encouraged 
to participate in these programs to the extent that they have by the 
efforts that the Frondizi government is making. From the very be- 
ginning the Frondizi government indicated its desire to restore the 
role of private enterprise in Argentina’s total economy. 

The present economic minister, Minister Alzogaray, has gone on 
the radio and television before his own people time and time again 
and has emphasized the role of private investment. The former pro- 
visional President of Argentina, General Aramburu who visited this 
country and made speeches in a number of cities, also stressed the role 
of private investment. 

So I think that while it is true that according to the newspaper re- 
ports which I have read today, and I don’t have anything more sub- 
stantial to go on, the government of President Frondizi may have 
suffered a setback, his program has just gone through the worst part 
of what I would call a program of national recovery. 

I have tried to find some better word than austerity and stabiliza- 
tion, because after the 12 years of the blight of Peronism, which was 
a blight both economically and politically, a country has to go through 
a very, very difficult process to recover itself nationally. This is what 
they have been undertaking and I think the more difficult part is be- 
hind them. 

In the remaining years of his administration, I believe he will have 
3 more years, perhaps they will be able to achieve enough as a result 
of these programs to demonstrate to the public that the path that they 
have followed is the correct one. 

But I would like to underline the fact that this is an Argentine 
path that they are following. It isnot a path that has been suggested 
or imposed by anybody from the outside, sir. 


OFFICIAL U.S. ATTITUDE TOWARD ARGENTINA 


Senator Arken. You would say whatever happens there would not 
make a difference in our official attitude toward the Argentines in 
the matter of assistance ? 
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Mr. Ruszorrom. No, sir. I think our whole posture has been one of 
wanting to help the Argentine people in this program, and this gov- 
ernment that is now in control of the administration, and I can assure 
you that assuming that the Argentine people are interested, as they 
have been, in our cooperation and help, and we have had extraordi- 
narily friendly ties in these past 4 or 5 years since the overthrow of 
Peron, we will continue to look for means to cooperate with them. 

Senator ArKEN. But according to the press reports, President Fron- 
dizi is about ready to fire Mr. Alzogaray at the insistence of the people. 
My time is up now so I can’t pursue this topic but there is a little 
bit more information that should be brought out at another time. 

The CHarrMan. Senator Sparkman? 

Senator SparkMAN. The question I have in mind may already have 
been answered. In looking over the chart on the very first page, page 
1, what is that last item labeled “Regional Aid” ? 

Mr. Rusorrom. Organization of American States. 

Senator SparKMAN. Is that what that is? No, underneath that. 

Mr. Rusorrom. Oh, regional and undistributed. We have a region- 
al program. One of the regional program items which we discussed 
earlier was the translation center in Mexico City. 


NO PROGRAMS IN URUGUAY OR VENEZUELA 


Senator SparKMAN. That is all right. I won’t ask you to go over 
that matter. Now, why is there no technical assistance to Uruguay 
or Venezuela? 

Mr. Rusorrom. In both of those—mind you this is an illustrative 
program—in both of those countries, for the past several years we 
have had very, very small programs. In the case of Uruguay, the 
program is carried out on the basis of so-called project agreements. 
But the basic umbrella agreement had not been ratified by the Uru- 
guayan Congress. By recent action the Uruguayan Congress has 
now approved this agreement and I hope that it will be possible 
for us to continue a mutually desired small program of technical 
cooperation in Uruguay. 

In the case of Venezuela, we have had a very, very limited pro- 
gram which has been designed principally to help some of the un- 
derdeveloped villages of the interior get a potable water supply. 
I think we have contributed just a few thousand dollars, 25 or so, to 
projects amounting to several hundred thousand dollars. And of 
course there has been, I think, a perfectly understandable belief that 
Venezuela with its rather substantial financial resources, could afford 
to carry on most of the kinds of things that we are doing elsewhere 
in the hemisphere. 

However, Venezuela has been undergoing considerable financial 
strain and stress recently. They have expressed an interest in carry- 
ing on in one or two additional fields, and I am hoping we will 
able to conclude satisfactory agreements with them for one or two 
very small programs. 
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PROGRAM FOR BRAZIL 


Senator Sparkman. I notice that the largest single amount is for 
Brazil. It is much larger than that for any of the other countries. 
It is for $7,500,000, while the next largest is for $2,900,000. What 
accounts for that ? 

Mr. Rusorrom. It is due to a number of factors, Certainly in 
Brazil you have about half the population of Latin America in a 
country that is a little bigger than the United States. So just by 
geographic and population predominance, it would undoubtedly merit 
a larger figure. But I believe Mr. Atwood will back me up that we 
have had traditionally, through the years, not only close cooperation 
with the Brazilian counterparts who are working with us in this pro- 
gram, but an increasingly better administration of the program. 

Quite a number of things they have been able to take over them- 
selves. We have been able to embark in new fields, and it has been a 
program which has warranted this kind of growth and this kind of 
assistance from us, hasn’t it, Mr. Atwood ¢ 

Mr. Arwoop. That is true. 

Senator SparKMAN. Do all of the Latin American countries co- 
operate quite well in the technical assistance program ? 

Mr. Ruporrom. Yes, sir. 

Senator SparKMAN. As a matter of fact, that is where we really 
started our technical cooperation program, isn’t it? 

Mr. Runotrrom. Yes, sir, in 1942 I believe, and it was not until 8 
years later that it became a worldwide program in 1950. 


REASON FOR INCREASE IN MILITARY ASSISTANCE 


Senator SparkMANn. I notice that military assistance seems to be 
increasing each year. In fiscal year 1959 it was $52,653,000. In fiscal 
year 1960 it was $66,907,000. In fiscal year 1961 it is projected at 
$67,098,000. This committee has made strong recommendations on 
this matter. I believe several reports have been made, as I recall. 
In fact we tried to limit the size of the program. 

What accounts for the growth instead of the reduction of military 
assistance ¢ 

Mr. Rusorrom. Senator, I can assure you that I am very much 
aware of the feelings that have been expressed both in the hearings 
and by the actions on the floor respecting our military program in 
Latin America. I think that my colleagues elsewhere in the Govern- 
ment are also. 


BRAZILIAN PROGRAM 


The principal reason for this 1961 figure showing a slight increase 
over 1960 I believe is due to the Brazilian increment which is a part 
of a program that was worked out in collaboration with Brazil fol- 
lowing the making available to us of the guided missile tracking fa- 
cility at Fernando de Naronha. 

Senator SparKMAN. I thought that program was included last 
year. I remember we discussed it in committee hearings. 

Mr. Rusorrom. That program is a 4-year program you see. 

Senator SparkMaNn. But it was under way last year? 
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Mr. Rusorrom. Yes, that was the first year. 

Senator SparkMAN. Was there a stepping up of the program the 
second year ? 

Mr. Rusorrom. I believe the sec ond year—— 

General Harret. The third year is the biggest year. 

Senator SparkMaAn. The third year will be the biggest of all. And 
then the fourth ends it? 

General Harrer. That’s right, sir, the fiscal year 1962 program will 
be the fourth year, and it will complete the special program. 


PROGRAM FOR COSTA RICA 


Senator SparkMan. What will you do with $13,000 in military as- 
sistance in Costa Rica ? 

Mr. Rusorrom. Costa Rica as you know really has no military to 
speak of. 

Senator Sparkman. They havea police force, don’t they ? 

Mr. Rusorrom. Yes, the General just told me that’ it is all for 
training purposes. 

Senator SparkMan. For training of the police force down there? 
We don’t bring them to this country for training? 

Mr. Rusorrom. They may be taken to Panama to the school. 

General Harren. That’s right, some are taken to the school in 
Panama. 

Senator SparkMAN. Is the school in Panama or in the Canal Zone? 

Mr. Rusorrom. In the Canal Zone. 

Senator SparkMANn. That is all, Mr. Chairman. 

The CuarrMan. Senator Carlson ? 


PROHIBITION OF ARMS SALES TO CERTAIN LATIN AMERICAN COUNTRIES 


Senator Cartson. Mr. Secretary, to how many countries in Latin 
America do we prohibit the sale of munitions or weapons as a nation ? 
We don’t sell weapons to Cuba? 

Mr. Rusorrom. We have not sold any weapons in the Caribbean 
Island republics for some time except for one or two very, very slight 
exceptions. We have made a little bit of equipment available to Haiti, 
I believe, but in very, very limited amounts. 

Senator Cartson. Is that a State Department decision or con- 
gressional decision or both? 

Mr. Rusorrom. That has been a State Department decision carried 
out now for almost 2 years since March of 1958 based on what you 
might say is a general policy of not shipping arms into tension- 
ridden areas. 

Senator Cartson. Does the State Department feel that the decision 
not to sell them weapons is really of any advantage to this country? 
What do we gain in view of the fact that they are buying weapons 
elsewhere ? 

I have visited those countries and it was called to my attention that 
it didn’t make any difference if they couldn’t buy weapons here be- 
cause they were buying weapons from Belgium, France and other 
countries. Is there any merit. to our policy? 
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Mr. Rusorrom. To go back to your first question, I think I would 
be less than frank if I didn’t say that the Department has been some- 
what influenced by the attitude expressed by the Congress from time 
to time on this general subject. But I don’t want to pass the respon- 
sibility to anybody else, because the Denartment took this decision and 
I think properly so. Although I agree that it is not without its dis- 
advantages along the lines that you just described, I believe though 
that there has been a general recognition by the Western European 
countries with a few exceptions that their own interests were served 
by also withholding shipments, and I don’t believe that any of the 
countries in the area have gotten all the arms that they wanted. 

Now with respect to perhaps an even more fundamental problem, 
which you did not inquire about, it is true that there have been rumors 
that the Cubans might obtain arms from the Soviet bloc. It has been 
well known that they have had missions which have visited either the 
Soviet bloc or other countries where Soviet arms are available and 
presumably could be transferred in some way or another. This per- 
haps would be an unfortunate development in one respect. But it 
might also be a clarifying development in another respect, because 
if the United States has proffered its hand of friendship to Cuba, 
as it has, in an effort. to maintain the traditionally friendly relations 
with that country, and that hand has been turned down, and if at the 
same time the country, Cuba, deliberately undertakes to get arms from 
an area of the world which is obviously poles apart in all of the 
principles for which Cuba stands, namely, the Communist world, then 
I think that is an indication of an attitude on the part of the govern- 
ment which is useful to know. 


POSSIBLE FUTURE CONTROL GAINED THROUGH FURNISHING OF ARMS 


Senator Cartson. Has it occurred to the State Department that 
we might exercise some control over these weapons, at least the am- 
munition, had we furnished them instead of letting a foreign country 
supply them? I don’t want us to furnish supplies to dictators and 
I think you are correct that Congress has some feeling on this. But I 
wonder if it is practical ? 

It was called to my attention by Americans in Cuba, that if Cuba 
could get the ammunition from the United States, you might have 
some control over the supplies that came in later. 

Has that occurred to the State Department ? 

Mr. Rusorrom. Yes, sir, it has occurred to us. Could I address 
myself to the first point that you made, because while we have carried 
out this arms embargo in the Caribbean area because of the tensions 
in the area, I think it has been on balance useful and helpful to the 
United States to have done so, in spite of certain disadvantages that 
accrue. The point that you just made is certainly one of the reasons, 
as I think I explained earlier, why we feel that it is important to us to 
maintain this program elsewhere in the hemisphere where you don’t 
have the tension that you have in the Caribbean. 

Senator Carison. I am willing to accept your explanation. My 
time is up, Mr. Chairman, 

The CHatrMan. Senator Morse. 
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STUDIES OF LATIN AMERICAN SUBCOMMITTEE 


Senator Morse. Mr. Chairman, I am not going to ask the Secretary 
any questions this morning, but I am going to make an announcement 
as to the course of action which I shall follow as chairman of the Sub- 
committee on Latin American Affairs. I want to announce to the 
chairman that after this transcript has been made available, so that 
the committee can make use of it, I shall start meetings of my sub- 
committee this week end if possible and by the Ist of next week in any 
event. I think the subcommittee should sit down and study this 
record and make its recommendations available to the full committee. 

Mr. Chairman, we have spent a good many thousands of dollars in 
having some research studies prepared by experts on Latin American 
affairs in this country. Many of those recommendations simply can- 
not be reconciled with the recommendations of the State Department 
in its Mutual Security report this year. I think the full committee 
ought to have full knowledge of what the experts have been recom- 
mending, at least before we take our action on the State Department 
recommendations. I want to say that Secretary Rubottom has been 
most cooperative with my subcommittee, and I know that spirit of 
cooperation will continue when we get through studying this record 
and have some meetings of the subcommittee. I have indicated to Sec- 
retary Rubottom that we will want to have him up for an informal 
conference with us at an early date to brief us and bring us up to date 
on some of his recent observations in Latin America. 


ELIMINATION OF MILITARY AID TO LATIN AMERICA 


Mr. Chairman, as far as I am concerned, I am going to make a 
stronger fight than I have ever made for reduction in military aid to 
Latin America. Even in a meeting as brief as this one has to be, Mr. 
Chairman, you cannot begin to consider all the details of the military 
aid program. 

I want to say that, to use a figure of speech, we have to send bread 
and not bullets to Latin America. I am not at all concerned about 
attempts to get us to send military aid because if we don’t send it, 
somebody else will. 

We have to find out who will. We have to find out who it is in 
South America that will go around us to Europe to get military 
weapons that are used not to strengthen freedom in Latin America, 
but to strengthen dictatorships. 

We, in my judgment, Mr. Chairman, have to make greater use of 
the Organization of American States in regard to problems of hemi- 
spheric defense and of economic aid. 


VENEZUELA 


AsI point out in my report, and I will not take time to read it, we 
have to give substantial technical assistance in my judgment to Vene- 
zuela because as a result of our having a minimum technical assistance 
program things are not good in Venezuela. There is a great oppor- 
tunity in Venezuela to strengthen our relations by some very much 
needed technical assistance which we will recommend to the committee, 
I am sure, after we have the conferences that I am talking about. 
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HOUSING AND HEALTH PROGRAMS 


Mr. Chairman, Senator Smathers and I have recently introduced a 
legislative proposal for assistance to a private housing program in 
Latin America. You can’t go through Latin America and not realize 
that housing is one of its great needs. W e think that here is a good 
opportunity for us to assist private enterprise in developing a private 
enterprise housing program in Latin America. 

You have the health program. There needs to be added to this 
program this year—and it ought to be taken off of military assist- 
ance—some credits and some loans for land reform, which will do 
more to check communism in Latin America than all the bullets you 
send down there. Because I think this is so vital, Mr. Chairman, 
I think as a subcommittee we owe it to you, as chairman, and to the 
full committee to analyze this in subcommittee where we have the in- 
formation and where we can digest for you these research reports. 
They ought to be put to work. 

We should not just spend money on them and have them gather 
dust. We ought to analyze these recommendations of the State De- 
partment from the standpoint of the information we have. When we 
do, I want to say quite frankly, I am sure my recommendation—and 
I will be surprised if others will not join with me—will call for 
considerable modification of the report that Secretary Rubottom is 
offering this morning. 

I am going to file a report on the basis of the majority vote of my 
subcommittee. 

The Cuarrman. I think the committee would be very interested in 
having this report as a formal recommendation to the full committee. 

Mr. Rusorrom. The Senator was not here when I referred to his 
very illuminating and very useful report along with Senator Aiken’s 
a few minutes ago. But obviously I have read and studied these 
carefully, and I have also got before me all the others of the studies 
which were ordered by the committee, Senator, and I have spent sev- 
eral hours going through them, and I look forward to the opportu- 
nity to discuss them with you and the other members of the sub- 
committee. 

Senator Morse. It will be a great pleasure for us, 

The Cuarrman. Senator Williams, 


INTEREST RATES ON LOCAL CURRENCY LOANS 


Senator Wiintams. Mr. Secretary, why has our Government 
charged what at times appear to be almost prohibitive rates of inter- 
est on loans to Central and South America? 

I understand the rates have run as high as 10, 12 and—I haven't 
seen it but I have heard—as high as 25 percent ? 

Mr. Rurortom. I can’t conceive of that being the case. 

Senator Wixtuiams. It has been as high as 10 or 12 percent. 

The Cuatrman. Are these Government loans? 

Senator Wii1ams. Loans by Government agencies. It has been 

called to my attention that we are appearing as a Shylock, charging 
prohibitive rates of interest. Take Mexico for instance. The average 
rate of interest is 10 percent; is that correct ? 
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Mr. Rusorrom. It is probably even higher, but that is not set by 
the Government. 

The Government loans to Mexico have been at rates considerably 
lower than that. I understand that the Cooley amendment loans, ap- 
plying to the Public Law 480 loans, where we loaned back the local 
currency proceeds paid to us for sales of U.S. surplus agricultural 
commodities are the only ones where the market rate is applic rable. 
But with respect to the Export-Import Bank, the DLF and the other 
Government loan agencies, we certainly have not charged exorbitant 

ates of the kind that you just referred to. 

Senator Wiiui1amMs. Local currency loans are still looked upon as 
U.S. government loans in the minds of those people, and you cannot 
separ ate them. How high have you charged in some of these coun- 
tries, for instance, in Brazil ? 


COOLEY AMENDMENT LOANS 


Mr. Rusorrom. The Cooley amendment loans I think are made 
primarily to American businesses operating in these countries, and in 
view of that restriction, which some countries, I think, feel rather 
strongly about, but which they have accepted, if we were to give them 
loan rates that were not compatible with the normal going rate, I 
think they would allege discrimination in favor of American 
companies, 

I am just talking off the top of my head but that is probably one 
of the reasons, isn’t it, Mr. Atwood ? 

Mr. Arwoop. That is one of the reasons. The Export-Import Bank, 
in executing the Cooley loans felt they would have to use a rate close 
to the going rate. 

Senator WituiAMs. How high is that? 

Mr. Arwoop. I would have to provide that for the different 
countries. 

Senator Wii14Ms. I have seen 12 percent interest somewhere and 
10 percent interest in Mexico. 

Mr. Rvusorrom. These are local currencies you understand. They 
are not dollars loaned. 

Senator WinuiaMs. I understand that fully, but they are made by 
an agency of our Government. I understood that the interest is much 
higher than that in some countries. 

The Crarrman. These are primarily loans to private American 
businessmen within the country. 

Mr. Ruporrom. That is what the Cooley amendment is. 

Senator Wir1aMs. I don’t know whether they are loans to Ameri- 
can businessmen. 

Mr. Rusorrom. They are loaned to American business interests in 
these countries, and there is some basis for the reasoning that I 
advance, 

Senator Wituiams. I am not questioning whether you follow the 
law. Maybe the law is wrong. I am just wondering if we are not 
engendering bad public relations and bad will by “charging such 
prohibitive 1 rates, 

Mr. Ruporrom. Someone is showing me here what the ICA loans 
are and we don’t have any of those to speak of in Latin America 
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and they range up to 6 percent at the highest and down to as low as 
a 3.5 percent rate. 

Senator Witu14Ms. You have one agency loaning at that rate and 
another agency loaning at 10 or 12 percent interest. I know the 10 
or 12 percent rate exists for a fact. I only know of the rates in the 
20 percent range from hearsay, but the hearsay was from a repre- 
sentative of your own department. 

Mr. Rvusorrom. I am quite confident that I can say at this time 
that the only kind of loans are the Cooley amendment loans, out of 
Public Law 480 proceeds for which the Export-Import Bank is only 
the administrative agency and the loans do not come out of its own 
funds. 

Senator Wit1ams. Did you support the Cooley amendment or do 
you think that it should be changed ? 

Mr. Rusorrom. I am not even sure that the amendment requires 
that the loan be at the going rate. But I can see the reasons why it 
would be, because I think we would be quite vulnerable when there 
are thousands of local concerns that are interested in borrowing their 
own funds back. These are local funds. They are not dollars. 

If we were to lend at rates considerably lower than the going rate 
of interest in those countries, I think we would have a political prob- 
lem of some consequence. 


DLF INTEREST RATES 


Senators Witi1ams. The Development Loan Fund can make loans 
in these countries to both American-owned companies and domes- 
tically owned companies. 

Mr. Rusorrom. Yes, sir. 

Senator Wir1z1ams. What rates of interest is the DLF going to 
charge—10, 12 or 20 percent? 

Mr. Rusorrom. I think I can assure the Senator that the loans that 
have been made to Latin America have been made at rates comparable 
to the Export-Import Bank. In fact, the World Bank Loans are 
frequently at a little bit higher interest rate than the Export-Import 
Bank, around 6 percent. 

Mr. Arwoop. 5 and 534 percent and they are determined by the 
National Advisory Council. 

Senator Wit1i1ams. Then you could have this situation, could you 
not? The DLF could be making loans to domestic corporations in 
these countries for 5 to 6 percent whereas American companies could 
be borrowing and paying 10, 15, or 20 percent under another program. 
Should we not have a coordinated program in determining what in- 
terest you ave going to charge? 

Mr. Rusorrom. In most cases, in Latin America at least, DLF 
would be lending dollars and the Cooley amendment loans are loans 
in local currencies under very, very special circumstances which ap- 
parently, to those who are responsible in the National Advisory Coun- 
cil for determining this, were considered to be overriding. But I am 
not acquainted enough in detail with the point that you have made to 
comment more than I have. ; 

Senator Wix1aMs. I have had reports of interest running as high 
as 10 or 12 percent on loans involving local currencies. 

Mr. Rusorrom. Yes, sir. 
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Senator Wiu1aMs. Certainly dollar loans should not be at a lower 
rate. If anything I could see justification for the reverse. 

Mr. Arwoop. Senator, I think one of the points that might be 
added here, as it has been said, these are funds which are obtained 
under section 104(e) of Public Law 480. In other words, they are 
funds obtained from the sale of surplus products. 

That portion which is reserved to be loaned by the Export-Import 
Bank primarily to American businessmen in the other countries, has 
to compete with loans from the local banks to the businessmen in that 
country. And also in doing this, the Export-Import Bank does not 
require a maintenance of value in repaying the loan. Therefore, the 
interest rate is considerably higher and more closely equal to the in- 
terest rate charged by local banks where there of course is no main- 
tenance of value clause. In the DLF loans, if it is local currency loans 
made by the DLF there is a maintenance of value clause. I think 
that that plus the fact that the Export-Import Bank would be com- 
peting with local banks in loaning money to businessmen in that 
country is the reason for trying to make the Cooley loan interest 
rates more comparable to the rates available to other businessmen 
for the similar funds. 

Senator Wiu1aMs. It is not promoting general goodwill in those 
countries. 

The Cuarrman. Senator Church? 


DLF AND EXPORT-IMPORT BANK ACTIVITIES IN LATIN AMERICA 


Senator Cuurcn. Thank you. I just have one or two short ques- 
tions. Before we leave the loan field, is it true that the DLF is fol- 
~ a policy of leaving South America to the Export-Import 
Bank 

Why has the percentage of DLF loans to Latin America been so 
small? I understand it is about 7 or 8 percent of the loans that have 
thus far been made by DLF? Is this intentional or is this just 
coincidental ? 

Mr. Rusorrom. Without knowing the exact percentage I think 
the total is $78 million so far and, of course, the DLF is still a rela- 
tively young organization, and the Export-Import Bank has been 
lending in Latin America for a long time. Many projects were al- 
ready under consideration by that Bank, and I think there were 
some cases where projects that had been prepared and were ready for 
submission or had even been preliminarily discussed with the Bank 
were submitted to the DLF. 

In the National Advisory Council or in the consideration which 
is given by the Government to these loans, Export-Import Bank 
spoke up and said “Well, we have considered this or we will consider 
it,” and that is one reason I think. 

Senator Cuurcu. But you don’t know of any conscious decision 
on the part of the administrators of the DLF to leave Latin America 
largely to the Export-Import Bank in the overall planning? 

Mr. Rusorrom. I don’t think that there is any really conscious 
decision. Frankly I am hopeful that we will be able to get some 
additional consideration by the DLF in the future for some worth- 
while projects in Latin America, as it increases its knowledge of the 
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area, Incidentally if I could just say this, I believe Senator Morse 
referred a moment ago to the interest that he had in private housing 
and loans for that kind of project. I think this committee would be 
interested to know that last Wednesday I believe, or Thursday, we 
approved in principle this first loan project to the Peruvian building 
and loan program, which I think will enable that to move ahead. 

I am delighted to report that to you. 

Senator Cuurcu. I am glad to hear that too. 


MILITARY ASSISTANCE TO LATIN AMERICA QUESTIONED 


I have been one of those on this committee, as you know, who has 
been concerned about the size and extent of the military assistance 
program in Latin America. I am concerned with the size and extent 
of the program throughout the Mutual Security Act for that matter, 
but it seems to me that there is no area where it is more out of balance 
than South America. More than half of the entire program in the 
coming year will go to military assistance in an area that would seem 
to need it very little. 

[ Deleted. ] 

You see, this is the thing that disturbs me. You have said today, 
and others have said last week—Secretary Dillon was one of those 
who said it—that this program remains at a relatively high level 
because of commitments [deleted] that we have to honor. I see noth- 
ing to prevent this country from entering into new commitments and 
then having Congress told next year that you would like to reduce 
the program but you have new commitments that extend over 4 or 5 
years that we have to honor. 


AMENDMENT PROPOSED TO SUPPLY TRAINING ONLY 


And so I am considering the possibility of attempting to amend 
the law along the following lines, and I suggest this language to you 
and would invite your comment: Section 103 of the Mutual Security 
Act of 1954, as amended, which relates to authorization for military 
assistance, is amended by adding the following new subsection : 

Beginning with the date of enactment of this subsection, the authority in this 
title to furnish military assistance to American Republics may be used only to 
fulfill prior commitments to foreign governments: Provided, That this limitation 
shall not apply to training assistance or to sales under Section 106. 

Now what I am trying to accomplish is a limitation of future mili- 
tary assistance to the training programs with the proviso that if these 
countries want to make purchases in this country, that is of course 
within their right. I think that we ought not to prohibit them from 
making those purchases. 

But the use of American dollars to finance these programs ought 
to be restricted to the training assistance. 

Now what would be your reaction to that kind of a provision writ- 
ten into the Mutual Security Act? 

Mr. Rusorrom. Well, there is a group of military people here, and 
I am a little bit loath to comment. But I will say that obviously 
it is a more desirable approach than the reduction of the program 
indiscriminately, let alone outright closing down of the program. 
I am not sure, although it does recognize of course the importance 
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of the training function, which I explained in some detail earlier, 
whether we would be able to maintain our training missions and 
carry out this function if that kind of a restriction were placed. 
I think that would probably be one of the principal determinants 
in coming to a decision about such an amendment. 

Senator Cuurcu. I will submit the amendment and you will have 
an opportunity to look it over carefully. ' 

Mr. Ruporrom. Yes, with respect to future commitments, I can 
assure you that insofar as I am concerned, and likewise I believe 
almost anybody else connected with the executive branch of the Gov- 
ernment it would take an awful lot of negotiating for me to agree 
to any kind of commitment. I think I understand very much the 
point of view of the Congress. After all you have to appropriate 
the funds to carry out commitments of this kind. You recognize 
that in the two cases that you cited, that one of them [deleted] is 
a sales commitment. 

Senator Cuurcn. Yes. 

Mr. Rusorrom. And Brazil was a very unusual instance that came 
under the grant program. 

Senator Cuurcu. May I ask just one more question about the sales, 
Mr. Secretary. Are the credit sales [deleted | hard currency or soft 
currency sales? 

Mr. Rusorrom. They are sales in hard currency repaid in dollars. 

Senator Cuurcu. Paid in dollars? 

Mr. Rusorrom. Yes. 

Senator Cuurcu. With interest on the credit ? 

Mr. Rusorrom. Yes, sir. 

Senator Cuurcn. That is all I have, Mr. Chairman. 

Senator SparKMAN. Senator Lausche? 


PATTERN OF SOVIET OPERATION IN LESS DEVELOPED COUNTRIES 


Senator Lauscue. Last week I tried with great effort to find out 
if the State Department has detected a pattern or a method of oper- 
ation of the Soviets with regard to the newly emerging nations. I 
have in my hand a New York Times, Sunday, March 27, issue, with 
an article by William J. Jordan under the headline “United States 
Study Traces a Soviet Pattern.” The study outlines Communist 
objectives in stages and sets forth some of the principal methods, 
overt and covert, that the Soviet bloc uses to obtain its purposes. 

Further the article states that a careful study of the Communist 
activities shows that each of the bloc moves, or several of them, may be 
expected under certain circumstances. 

I can’t understand how it is that I could not get a single question 
answered that dealt specifically with this subject. 

For 3 days last week I tried to find out if we have detected a specific 
pattern or modus operandi by the Soviet, and not one of the witnesses 
was able to answer. Today I find that the Department had an intel- 
ligence study pointing out the pattern of operation. 

Have we seen that report at all, Mr. Marcy ? 


Mr. Marcy. No, sir. 








378 MUTUAL SECURITY ACT OF 1960 


Mr. Rusorrom. Senator, I don’t know about the context of your 
questions last week, nor do I know 
Senator Lauscue. I assure you that they dealt directly with this 


subject. 





PATTERN OF COMMUNIST EFFORT IN LATIN AMERICA 


Mr. Rusorrom. Nor do I know about this article, but I will be 
glad to tell you what I think is the pattern of Communist effort in 
Latin America right now on the record if you would like to hear it, sir. 

Senator Lauscue. Yes. 

Mr. Rusorrom. Because I think it is quite obvious, obvious enough 
for me at least. There may be subtleties which I have not yet detected 
or which others have not detected. But it seems to me that the Com- 
munists having failed in their penetration of Latin American, which 
was a very obvious overt effort in Guatemala in 1950 to 1954—it really 
went back before 1950—are now using a different approach, which is 
indirect, but which is also just as insidious and just as dangerous, and 
perhaps because it is less direct and less open may have a greater ap- 
peal to those who might not be aware of the subtlety with which they 
are operating. 

I think that their effort now is designed to try to create neutral areas 
in Latin America. I think they would even go further and stimulate 
as much anti-U.S. feeling as they can, because that serves their pur- 
poses just about as well as any other thing that can be done. 

I think that in order to achieve this end, they are obviously using 
their embassies in the hemisphere. They have them in Mexico City, 
Montevideo, Uruguay, and Buenos Aires, Argentina. 

There have been some steps taken in all three of those countries 
against some of the more clumsy efforts of Soviet agents to use those 
embassies for improper purposes. 

However, irrespective of whether there are only three embassies, 
they are also taking advantage of other channels that are open to them 
to try to penetrate the labor unions, the student groups, the informa- 
tional media, the exchange and cultural programs. They are spend- 
ing an estimated $100 to $115 million per year now, and this might be 
increased, for these are just estimates, on this kind of program. 

In various ways they are trying to achieve this objective which 
I described earlier of tearing apart the normal ties of friendship, the 
normal standing together on principle which has always characterized 
the American Republics. 


COUNTRIES IN LATIN AMERICA WHERE SOVIETS OPERATE 


Senator Lauscue. Has the Soviet Union intensified its efforts in 
South America in the last few years? 

Mr. Rusorrom. Oh, I roma ox it has, yes, sir. I would certainly 
say it has. 

Senator Lauscue. There is no question about that. 

Where is it operating most intensively ? 

Mr. Rusorrom. Well, I think it is a little bit misleading to point to 
the 3 countries that I just mentioned where they have embassies. I 
think it is quite obvious that now they are operating quite strongly 
in Cuba, just to cite one example. 
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But Cuba is not the only one. They have also been quite active in 
Venezuela. They have certainly been active in Colombia where there 
is a program of violence which has been a problem for that country 
for more than 10 years, and part of which is certainly not Communist, 
but they have been able to worm their way into that with some 
considerable effect. 

I think in Ecuador we have seen evidence of the riots in Guayaquil 
and to some lesser extent around the country in the past year. In 
Peru they have moved effectively in trying to penetrate some of the 
underdeveloped areas of that country where there are vast groups of 
Indians who have only a very, very bare minimal standard of living. 
There was one case where I think they actually had control of a town. 
I believe it was Puno, for a period of about 36 hours before they 
were set aside, and so on around the hemisphere. 

Senator Morse. Will the Senator yield to me to add another country 
that the Secretary did not mention? I want to say that I think what 
the Secretary has just said is an unanswerably correct analysis of the 
Communist activities in Latin America. 

It was only by oversight that he did not mention, I am sure, Bolivia. 
They are working at the grassroots of Bolivia with the Indians at 
a terrific rate. 

Mr. Rusorrom. I was just going down the map. But that suffices 
I think to give you an idea. 


MIKOYAN VISIT TO CUBA AND MEXICO 


Senator Lauscne. What interpretation did the Department or did 
you place upon the visit of Mikoyan to Mexico and especially to Cuba ? 

Mr. Rusorrom. Well, I place this interpretation on it, that it is a 
part of the process that I described earlier of trying, by the art of 
salesmanship and less subtle methods, to put across the Communist 
idea, indeed to try to dignify and put a better stamp on the Communist 
activities than can be done through the frontal approach, which they 
took in Hungary but which is the threat, that everybody who listens 
to Communist blandishments ought always to be bearing in mind. 
What happened to the students in Hungary in 1956? 

What would happen to the students in Cuba or in Bolivia or in 
Mexico or anywhere else if the Communists ever were to gain control ? 

Senator Lauscre. Is there any fear that they might be trying to 
establish a base in Cuba through cooperation with Castro? 

Mr. Ruzsorrom. You mean a military base / 

Senator Lauscur. Yes, a launching pad or more. 

Mr. Rurorrom. I have heard this mentioned, but I don’t think there 
is any firm evidence to back this up, Senator, at this stage. 


TECHNICAL ASSISTANCE PROGRAM FOR CUBA 


Senator Lauscnur. What is the reason for technical assistance to 
Cuba ? 

Mr. Rusorrom. I addressed myself to this earlier. 

Senator Lauscus. If you could repeat it briefly. 

Mr. Rurorrom. I will be glad to restate it. as briefly as I can. These 
are illustrative programs as you know, sir. They were prepared 
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months ahead of time, at a time when there was hope that our friendly 
relations would be continued. 

Senator Lauscue. I understand that. 

Mr. Rusorrom. And in view of the recent expressions showing the 
attitude of the Cuban Government, we would of course be willing I 
think to accept whatever the judgment of the Congress is with respect 
to these programs, I think it might be advantageous if the President 
could be given the flexibility to determine whether we should go ahead 
if it is in our interest to do so, sir. 

Senator Lauscue. Then your position right now is that you are 
not certain that we ought to commit ourselves. 

Mr. Ruzorrom. No, sir, I am not and I certainly would not if they 
did not request it formally through the foreign office. 


MAINTENANCE OF VALUE PROVISIONS 


Senator Lauscur. A moment ago you stated that the Export- 
Import Bank makes soft currency loans without a maintenance of 
value clause in them, is that correct? 

Mr, Rusorrom. These are the Cooley amendment loans which come 
out of the proceeds paid under these Public Law 480 sales, Senator, 
not the dollar loans. 

Senator Lauscue. Yes. The cruzeiro in Brazil fell 22 percent in 
1 year. Do I understand that American businessmen who have bor- 
rowed local currency in Brazil can pay back their debt with the de- 
preciated cruzeiro ? 

Mr. Rusorrom. They could under the Cooley amendment. That is 
one of the reasons for the high interest rates that are charged. 

Senator Lauscue. If the cruzeiro falls 50 percent in its purchasing 
value, the debtor could take that cruzeiro and pay off his borrowings 
even though the currency which he borrowed had a higher purchasing 
value than the currency with which he is paying off his debt? 

Mr. Rusorrom. Yes, he could. I believe that there is a little bit of 
an exaggeration of the prospect in Brazil. There is inflation there 
and there has been the printing of money. But on the other hand I 
think that they, for the first 3 months of this year, for example, were 
able to curtail the rate of inflation. 

Senator Lauscue. It has been stabilized a bit. 

Mr. Rusorrom. And people are hopeful that this situation will be 
better in the future. 


SOVIET MILITARY AID 


Senator Lauscue. I would like to have you prepare a table of the 
countries into which the Soviet moved with military aid after the 
Western allies showed unwillingness to provide it either through 
grants or sales. Can you do that ¢ 

Mr. Rusorrom. I am sure that with the help of our military col- 
leagues we can do something. We will do our te to get it for you. 


Senator Lauscuer. That has a relationship to the subject raised by 
Senator Morse. 

Mr. Paver. Are you speaking of Latin America ? 

Senator Lauscue. No, the world. 

(The information referred to is as follows :) 
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STATEMENT ON COUNTRIES RECEIVING SOVIET MILITARY ASSISTANCE AFTER REFUSAL 
OF U.S. MILITARY ASSISTANCE 


The Egypt region of the United Arab Republic, Afghanistan, and Guinea 
are countries into which the Soviet bloc moved with military aid when the 


United States was unwilling to provide such assistance either through grants 
or sales. 


PER CAPITA INCOME OF LATIN AMERICAN COUNTRIES 


Which country in South America has the highest per capita 
income ? 

Is it Venezuela ? 

Mr. Ruzorrom. Argentina I believe. 

Senator Lauscue. Argentina is very low. 

Mr. Arwoop. That figure in the book for Argentina this year is 
low because of the devaluation that just took place. 

Senator Lauscuy. I would like to have a tabulation prepared to 
be put in the record at this point showing the per capita income of 
the South American countries. 

Senator SpaRKMAN. Country by country ? 

Mr. Rusorrom. We will do that, sir. 

(The document referred to follows :) 


Per capita gross national product data for Latin American countries (using 
1958 prices, and converted to U.S. dollars at 1959 exchange rates) 


Country 1958 1959 Country 1958 1959 
estimate estimate 
Dc mpasienbqunwingel US$185 US$176 || Guatemala--...........-- US$189 U8$177 
Es ctitih dh nidktnegaune 60 61 ea eauscibGaadanccase 78 65 
tell add aninicg de paedal 202 GG th SONS, , - 2 nccccccecann 206 204 
eh i wienihin 386 | 2 0 ee Ee 282 285 
| “Pee See 185 185 } Wicaragua................ 218 215 
acne cemicinieninte 412 CC, eS 327 (‘) 
| eae 397 ls oe 133 129 
Dominican Republic. ...- 232 Te Ss os ciucadagaicmava 126 122 
| gal 198 Wee Th CE cninccanmcncuad 559 () 
El Salvador. .....-....... 214 314 || Vemesdela................ 1,019 () 





1 Not available. 
Senator SparRKMAN. Senator Mansfield ? 


PERUVIAN HOUSING PROJECT 


Senator Mansrievp. [ Deleted.] Has Senator Aiken’s recommen- 
dation for a DLF loan to a mutual savings association in Peru for the 
purpose of building housing in Lima and perhaps elsewhere, been 
acted on ? 

What is the status of the Peruvian application for this loan? 

Mr. Rusorrom. That was approved in principle this last week, 
and I will do everything I can to see that becomes into effect, sir. 


COMMON MARKETS IN LATIN AMERICA 


Senator Mansrtetp. I am delighted, What are we doing about 
showing an interest in—and perhaps holding out the possibility of be- 
coming a member of—the common markets which have been recently 
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created? One is among six South American States and Mexico and 
the other comprises 3 Central American States ? 

Mr. Rusorrom. Senator, we have given both moral and real sup- 
port in the form of technical assistance and counsel to the formula- 
tion of these groups that have just been mentioned by you. I think 
you will agree that there is great controversy as to whether or not a 
total American common market in which we would participate is a 
practicable objective in the short term future. 

Even among Latin Americans the most hardy supporters of such 
a program, I think there is a question. And I believe that the very 
fact that the Central American group and the free trade association 
in South America have gone forward with the blessing of such agencies 
as ECLA and the OAS, is an indication that the common market for 
the Americas can best be achieved by the regional approach. It is 
conceivable that the northern tier countries of South America might 
eventually get together. 

And if that were done, they could conceivably work out some ar- 
rangement with the southern tier countries. We are continuing to 
state as the President stated on his trip, and to demonstrate at meet- 
ings as we have done in Operation Pan-America meetings, that we 
want to help them achieve this objective. We have made clear that 
we hope that by such market arrangements they will be able to in- 
crease trade and to reduce barriers. We have made it clear that we 
do not envisage an association which would result in higher barriers 
or in reduced trade. 

Senator Mansrrevp. Has the administration given any thought to 
a possible common market that would include Canada, the United 
States and Mexico? 

Mr. Rusorrom. I doubt that that has been very seriously considered 
by anybody, because I think it is an objective that is a fairly far 
distant one at this stage. Do you know of any, Mr. Atwood? 

Mr. Arwoop, N >, I don’t. 

Mr. Ruporrom. I am aware of the Rockefeller Fund Report’s ree- 
ommendations last year for a total common market of the hemisphere. 


CANADIAN MEMBERSHIP IN THE OAS 


Senator Mansrietp. Has the administration made any efforts to 
bring Canada into the Organization of American States so that we 
would have real hemispheric unity ? 

Mr. Rusorrom. We have been interested in this for a number of 
vears, recognizing of course that this is a decision for Canada her- 
self to make. Our interest has been expressed in supporting, for 
example, with the other countries of the Americas, the leaving of a 
position open around the table for Canada to join at any time that 
she sees fit ? 

Senator Mansrrerp. There is a chair marked for Canada, is there 
not ? 

Mr. Rusorrom. I don’t know whether it is marked but there is one 
available. 

Foreign Minister Lafer of Brazil, when he was here last week on 
an official informa] visit to the United States, indicated that he had 
pursued this matter in his discussions with the Foreign Minister 
and others in Canada. 
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This brought forth some editorial comment, some favorable and 
some rather questioning, but the idea was mentioned in the joint 
statement made by the two foreign ministers, the Canadian and the 
Brazilian. I believe there was, for the first time, an indication that 
the Canadian Government was considering this matter with some 
seriousness. 

Senator Morse. Will the Senator from Montana yield for a 30 
second comment ? 

Senator MansFietp. Yes. 

Senator Morse. I think the record ought to show at this point that 
at the last meeting of the United States-Canadian Parliamentary 
Group this matter came up for discussion. There was a considerable 
amount of interest expressed on the part of some of the Canadian 
Parliamentarians. Their observations were to the effect that they 
felt that they had been paying more attention to their interests in 
Europe rather than to Latin America, and that they thought this 
matter ought to be put on the agenda of a future joint meeting of the 
United States-Canadian Parliamentary Group. 

Senator Mansrrevp. Yes. I think that it ought to be added that 
Canada does have a sizable economic investment in Latin America, 
does it not ? 

Mr. Runorrom. Indeed it does. 


TECHNICAL ASSISTANCE PROGRAM FOR CUBA 


Senator Mansrirevp. On two occasions this morning you have 
stated in reference to technical assistance to Cuba that you would 
abide by what discretionary authority the Congress might decide 
to give the President. 

Do you have in mind language to emphasize these two alternatives 
in the bill or only in the report? 

Mr. Rusorrom. If you decide to pursue it by language in the bill, 
we could accommodate ourselves to it, and as you know, we have al- 
ready gone through the hearings with your colleagues in the House, 
and this matter has been the subject of some informal discussions 
with members there looking to that same possibility. 


COMMENTS ON MORSE AND AIKEN REPORTS 


Senator Mansrrietp. One more question. You have received in the 
Department the report and recommendations of Senator Morse and 
the report and recommendations of Senator Aiken. 

You have also stated that you have read these reports with great 
interest. I would like to request, Mr. Chairman, that a detailed answer 
to these two a be presented to Senator Morse : and Senator Aiken 
by September 1, 1960, with copies to go to the chairman of the com- 
mittee, so thet. we can see what action has been taken on these recom- 
mendations and, if none, why! I would like to have that suggestion 
accepted, Mr. Chairman. 

Senator SparKMAN. That can be done all right, can it not? 

Senator Morse. Will the Senator yield for this additional comment ? 
Within the next few weeks there will be a whole series of additional 
recommendations from my subcommittee and they ought to be in- 
cluded in any report that the State Department makes. 
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Senator Mansrretp. I want to give them a little time to go over 
them. For the time being, I would confine it to the two that are in 
your hands and which you have read. 

Mr. Rusorrom. You have already requested, as you will recall, the 
answers to some 21 questions in the Aiken report which was the first 
one to be published, and these are now in the process of preparation ? 

Senator Mansrtetp. That’s right. 

Mr. Rusorrom. Also with an indication of what we are doing or 
can do or cannot do. I think that if it would suit the committee, sir, 
and you, we might undertake to work the questions, those 21, into 
these and Senator Morse’s report and try to have them all inclusive 
and do this in one job if that would be satisfactory. 

Senator Mansrieww. That would be fine. 

I would suggest that you keep the recommendations each Senator 
has made separate so that they can check them more readily against 
their reports. 

Senator SparkMAN. Without objection that request will be made 
a part of the hearings. 

Senator Mansrrevp. That is all, Mr. Chairman. 

Senator Sparkman. Thank you, Mr. Secretary. 

The committee will stand in recess until 2:30 in this room. 

(Whereupon, at 12:30 p.m. a recess was taken until 2:30 p.m, of 
the same day.) 

AFTERNOON SESSION 


The CHarrMan. The committee will come to order. We have this 
afternoon the Development Loan Fund represented by the Director, 
Mr. Vance Brand. 

Do you have a prepared statement, Mr. Brand? 

Mr. Branp. Yes, I have, Mr. Chairman. 

The Cuarrman. All right, will you proceed ? 


STATEMENT OF HON. VANCE BRAND, MANAGING DIRECTOR, 
DEVELOPMENT LOAN FUND (DLF) 


Mr. Branp. I am gratified at the opportunity to appear before this 
committee for the first time on behalf of the Development Loan Fund. 
It enables me to present a report to the committee on the status of the 
Development Loan Fund after slightly more than two full years of 
operation. 

My report will have three parts: 

(1) asummary of our loan operations; 

(2) an explanation of recent policy and operating changes; 

(3) an explanation of why a $700 million increase in DLF capital 
out of appropriations already authorized is essential. 


DLF PARTICIPATION IN INDUS BASIN PROJECT 


Before proceeding to these matters, however, I should like to com- 
ment on one aspect of the legislation before you and on the setting 
against which my subsequent remarks will be offered. 

The legislation to which I refer in this is the proposed section 404 
of the Mutual Security Act which deals with the development of the 
Indus Basin. Secretary Dillon has already discussed this matter with 
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you, and I understand that the matter was dealt with during the 
regional hearings on the Near East and South Asia. 

I should merely like to add that if the DLF is to play a useful role 
in this effort to be made in partnership with many countries and which 
the International Bank for Reconstruction and Development is or- 
ganizing, it is essential that we have the authority to allow the use 
of our funds in accordance with the requirements, standards or pro- 
cedures of the IBRD. 

Certainly if each of the participating nations were to insist on the 
application of its own rules, the effective coordination of this complex 
effort would be seriously impeded. 

On the basis of its known record, we have every reason to be con- 
fident that the IBRD’s own standards and procedures will result in a 
program as efficient as that which our own standards are designed to 
ensure. 

DLF AS AN INSTRUMENT OF FOREIGN POLICY 


The operations and problems of the DLF take place against a par- 
ticular background. The foreign policy of the United States. The 
DLF is an instrument of our foreign policy and its operations are 
attuned to that policy. You will recall that the legislation enacted 
almost 3 years ago specifically places the DLF under the foreign 
policy guidance of the Secretary of State. 

There are, of course, other than meee policy requirements which 
govern the scope and direction of our lending. The legislation and 
our administrative interpretations impose a variety of economic and 
technical criteria as well. 

Three principal, although not exclusive, criteria govern the direc- 
tion of DLF lending: first, a major United States foreign policy in- 
terest in a high rate of economic development; second, a capacity to 
mobilize domestic resources and to use foreign assistance effectively 
in furthering economic development; third, a need for foreign re- 
sources which cannot be financed by other private and public insti- 
tutions. 

FLUCTUATING RATE OF LENDING 


The history of DLF lending is graphically illustrated on page 2, 
and summarized statistically on page 5, of the red presentation book 
which we ‘have provided to the committee. There, you will see that 
as of January 31, 1960, approved loans totalled $958 million out of 
$1,400 million in available capital. 

These approvals represented 118 loans and guarantees in 43 
countries. 

Now I am sure there are some who are wondering why $700 million 
in additional capital is being requested when more than $400 million 
is still available for commitment. I am afraid that these doubts rest 
on an erroneous notion that there is a monthly, quarterly, semi-annual 
or other short-range rate of activity which suggests the levels of 
future funding that is required. 

On the basis of some years in this field at the Export-Import Bank, 
I am convinced that development lending does not and cannot take 
place in this fashion. Its commitment rates are inevitably erratic, 
owing to the varying amounts of time needed to bring a project or 
program to readiness and the wide range of costs covered by develop- 
ment projects. 
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But additional factors bear on the operations of the DLF this 
year. 
REVIEW OF PAST DLF POLICIES 


A considerable amount of my time and of the staff as well was spent 
in a review and assessment of policies and operations, a matter to 
which I will return in a few moments. Furthermore the new require- 
ment that section 517 of the Mutual Security Act apply to DLE has 
had an effect on the timing of our lending. 

Completion of basic engineering and reasonably firm cost estimates 
prior to the actual obligation of funds, which takes place when a for- 
mal loan agreement is signed, would constitute compliance with this 
section of the act. 

However, in the interest of more effective compliance with the 
intent of Congress, we normally require that such conditions be met 
before submitting a loan to the Board of Directors for approval. 

Moreover, we are now unable, as we were in the past, occasionally 
to conclude a loan agreement which makes the completion of basic 
engineering a condition precedent to disbursement. 

These factors all had their effect on DLF operations at about the 
same time. Now, however, we are moving ahead rapidly once again. 
Projects and programs now approaching the point of consideration 
by our Board of Directors will consume all or virtually all of our 
lending authority by June 30 of this year. 


RISING CURVE OF LOAN APPROVALS, AGREEMENTS, AND DISBURSEMENTS 


As the chart on page 2 indicates, $822 million of the $958 million 
in loans through January 31 of this year had been signed into loan 
agreements, or formally obligated, as of the end of January. 

The chart rev eals how, over time, we have been able to reduce the 
time gap between the approval and the signing of a loan to the point 
where 85 percent of our approvals are now formally obligated. 

The same chart shows a rise in disbursements to a level of $178 mil- 
lion on January 31 of this year. 

Our projections show a steady increase to about $245 million by 
June 30, 1960, and to about $550 million by the end of fiscal year 1961. 

The fact that our disbursements are now lagging behind obligations 
by about 2 years or so is consistent with the experience of other lend- 
ing institutions, such as the Export-Import Bank and the IBRD, 
whose funds are generally disbursed over a period of several years 
while a project or program is being carried out. 

Repayments of principal and interest earnings are also rising as 
outstanding loans move toward maturity. Complete financial state- 
ments are carried in the last section of the red book. 

The bulk of our lending through January 31, as you can see from 
the charts on page 3 in the red book, has been in South Asia, the Near 
East and the Far East and for the purpose of developing transport 
and communications, industry and power. 

For a detailed breakdown of our activity, I refer you to the section 
entitled “Approved Loans.” There, we summarize the various a 
of our lending activity by region, by individual loan and by fiscal yea 
The bulk of the section consists of detailed descriptions for all tiene 
approved thus far. 
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RECENT CHANGES RESULTING FROM REVIEW 


For every organization there comes periodically a time of steck- 
taking; no organization can remain static in this rapidly changing 
world. Early last fall, it seemed particularly appropriate that the 
DLF itself pause to take stock. 

It had by that time accumulated approximately 2 years of operating 
experience, sufficient to judge the operational choices made in its 
earliest days. Several studies of its policies and organization already 
had been initiated. Moreover, as I took over my responsibilities as 
Managing Director in early September, a self-assessment seemed ap- 
propriate and timely. 

The results of this appraisal should be gratifying to those who 
guided the DLF during its early stages. The basic approach then 
charted still seems sound; the early decision to emulate the Export- 
Import Bank and the IBRD insofar as circumstances would permit 
has proved to be correct. 

However, as a result of this review, the Board of Directors has 
decided to institute certain changes. With some of these you may 
already be familiar; others may be new to you. They include an 
internal reorganization of the DLF, a reduction of the application 
backlog and a change in procurement policy. It is these changes that 
I would like to discuss. 

However, lest I leave you with the impression that this review 
was confined to Washington or that it was concerned solely with 
organizational, procedural, and broad policy matters, let me first 
emphasize that a substantial part of the appraisal took place in the 
less developed countries themselves and included within its scope 
loans already approved, and pending and prospective applications 
as well. 

Over the past few months all of our senior officials, our senior loan 
officers and most of our engineers and economists have spent at least 
several weeks each visiting the less developed countries with which 
they are concerned. Two of the six months I have spent with the 
DLF have been taken up with a travel schedule covering over 50,000 
miles—as much as 4,000 miles in a single country. In the course of 
visits to seven countries reaching from Taiwan to Spain, I looked 
intensively into our present operations and conducted various 
negotiations. 

In the course of these visits, numerous problems involved in the 
implementation of approved loans were worked out, DLF policies 
and operating procedures were clarified and the DLF’s requirements 
for the information which must accompany applications were 
explained to many who are unfamiliar with the practices of a develop- 
ment financing institution. As a result, our borrowers, our appli- 
cants and we ourselves are now better equipped for more efficient 
and expeditious joint endeavors. 


ORGANIZATION CHANGES 


In the course of this self-assessment we concluded that certain 
functions were understaffed, that the others being performed by 
ICA would prove more effective under DLF management’s direct 
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control and that a genera] reorganization would result in a more coor- 
dinated and efficient operation. 

The resulting reorganization is graphically illustrated on page 15 
of the red book. I should like to draw your attention to three of its 
aspects in particular. First, we now have a Deputy Director for 
Private Enterprise who, with an augmented staff, is expected to 
strengthen our activity in that sector. Second, we are providing for 
a system of audit and accounts within the DLF itself. This function 
is now being performed by ICA on a reimbursement basis. Third, 
the new organization provides for increased emphasis on engineering, 
economics, and financial analysis. 


REDUCTION OF BACKLOG 


We were impressed in the course of our review with the continu- 
ing large size of our application backlog. It had been running at 
about $1.5 billion for more than a year. It was evident, given the 
resources then at our command, that we could not, within the next 
year or so, commit funds in that amount. 

Under these circumstances, it was apparent that many applicants 
would remain uncertain as to the fate of their proposals for a year 
or more and that this uncertainty might culminate in disappointment. 
This state of affairs seemed neither fair to the applicant nor prudent 
in terms of U.S. foreign policy. We therefore elected to return to 
the applicants all proposals on which action could not be taken within 
the current fiscal year or a few months beyond. Thus, our current 
backlog, which is in excess of $700 million, is not a measure of our 
full lending potential. 


PROCUREMENT POLICY 


I should now like to turn to a basic shift in policy which has been 
the subject of substantial public diseussion. I refer to the Develop- 
ment Loan Fund’s procurement policy announced on October 20 of 
last year. 

On that date I announced that the DLF would thenceforth place 
primary emphasis on the financing of goods and services of U.S. 
origin. The phrase “primary emphasis” was carefully chosen. We 
recognized that it would be necessary on occasion to finance other than 
U.S. goods and services in order to avoid undue hardship to our 
borrowers. 

Basically, this change was an attempt to improve our fulfillment of 
the congressional mandate that the DLF take into account, in con- 
nection with any financing transaction, “whether financing could be 
obtained in whole or in part from other free world sources on reason- 
able terms.” We had observed, in examining many proposals entail- 
ing non-U.S. procurement, that sufficient financing on reasonable 
terms from the nation likely to be the source of supply was difficult 
if not impossible to arrange. 

Yet we knew that the other industrialized countries of the Western 
World were in a much improved economic position, capable of ex- 
panding considerably their development financing on the terms that 
the less-developed countries require. 
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It was evident that our previous procurement policy deterred rather 
than encouraged the creation abroad of financing institutions pro- 
viding long-term credit on reasonable terms. 

It is only fitting that other industrialized nations provide more long- 
term loans on reasonable terms to finance their own exports to the 
less-developed areas, particularly when the United States is incurring 
a substantial international payments deficit. 


PROPOSED INCREASE IN CAPITAL 


It is against this background that the Development Loan Fund is 
now proposing a $700 million increase in capital out of fiscal year 
1961 appropriations. New financing in this amount, out of funds 
already authorized, would enable the DLF to expand its lending to 
a level about $150 million higher than in the two preceding years. 

Our request for added capital, which would make available $150 
million more than in the current year, is based on the following 
considerations : 

(1) The necessity, in terms of our foreign policy objectives, of con- 
tinuing activity in most of the 43 countries in which we have already 
been active. 

(2) The importance of expanding our lending in those countries 
where rapid economic gains, contributing to more self-sufficient econo- 
mies, are potentially the greatest. 

(3) The need to expand our support of private U.S. capital in its 
efforts to join in the developmental effort abroad. 

(4) The importance of expanding developmental loans as a means 
for ultimately reducing the need for bilateral grants of economic 
assistance, 

(5) The knowledge of apparently sound applications in prepara- 
tion or on hand which would require even more funds than we are 
requesting. I should like to explain these reasons in more detail, 


CONTINUATION OF PRESENT LEVELS OF LENDING 


It is essential to the foreign policy interests of the United States that 
the Development Loan Fund continue its lending in most of the 48 
countries throughout the world in which it has already been active. 

Our present level of lending is minimal in terms of helping to bring 
about significant economic growth in the less-developed areas. 

It is also minimal when viewed against the recommendations of vir- 
tually every independent group which has appraised the Mutual Se- 
curity Program or the international economy over the past few years. 

Moreover, if the United States is to exercise leadership in enlisting 
more free world resources in the task of economic development, it can 
best do so against a background of its own undiminished effort. The 
executive branch is actively engaged in a variety of efforts to encour- 
age greater capital availabilities, on more reasonable terms, from the 
other industrialized countries of the free world. 

As a country with a high and rapidly growing income, the United 
States must continue to show by its own efforts that it places a high 
priority on increased support to development, and in many areas of 
the world the DLF is the principal instrument through which this 
support can be shown. 
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SELECTED EXPANSION WHERE CONDITIONS RIPE 


The proposed increase in capital is essential if we are to be able to 
expand and focus our resources in those places where conditions are 
the ripest for economic expansion and where such an expansion gives 
maximum support to our foreign policy. With the goal of greater 
self-sufficiency in mind, we can ‘make our most effective contribution 
to the less-developed countries by enlarging our effort where the will 
and disciplined self- -help essential to sound ‘growth : are already in evi- 
dence and where the institution and human resources are capable of 
accelerating the development effort in an efficient manner. 

We believe that this approach is consistent with the intent of Con- 
gress as expressed in last year’s revision of section 202(b) of the 
Mutual Security Act. 


INCREASED EFFORT IN SOUTH ASIA AND TAIWAN 


We plan, therefore, given a sufficient increase in our capital, to un- 
dertake in the next year an increased effort in South Asia and in 
Taiwan. 

Others have already testified regarding the basis for these choices. 
For the Development Loan Fund, I should like to affirm our view that 
the potential exists in these areas for considerably increased lending 
against sound projects and programs. 

“Several weeks ago I returned from a month-long trip in the com- 
pany of our loan officers and engineers which took me to India and 
Pakistan. <A staff-level team has also recently completed a visit to 
India where it surveyed future development prospects. On the basis 
of what we now know, these two South Asian countries will be able 
in the next fiscal year to initiate far more development projects and 
programs, for which financing is not. yet assured, than even the in- 
creased capital we are requesting could support. 

We expect that, as in the past, substantial financing will be made 
available by other free world sources and we hope that the amounts 
will rise. But even under optimistic assumptions regarding contribu- 
tions from elsewhere in the free world, the unfunded remainder con- 
stitutes a potential for substantially increased DLF activity in this 
area. 

On my recent trip abroad, I also visited Taiwan. One need only 
see the substantial economic advances already made and talk to the 
skilled and dedicated businessmen and public officials who have 
vitalized this island economy to appreciate the considerable economic 
potential of Taiwan. 

Given sufficient sound applications, I am convinced that the DLF 

can expand its lending in Taiwan to a substantial degree and thereby 
participate with the ‘Government of the Republic ‘of China in its 
program to move more rapidly toward self-sufficiency. 


OPERATIONS IN LATIN AMERICA AND AFRICA 


I should not like to leave the impression that we do not accord im- 
portance to areas other than those [I have just mentioned. We expect 
to make substantial loans in several of the Latin American countries. 

Our operations in Latin America will continue to take into consid- 
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eration the fact that the Export-Import Bank, IBRD and now the 
Inter-American Development Bank will be active in the area. Con- 
gress has, of course, made clear that where other sources of financing 
are available, the DLF should not be active. 

We are aware that many of the countries on the African Continent 
are keenly interested in economic progress which will contribute to 
the advancement of their peoples. Many are increasingly ready to 
use more capital effectively; others still face the task of improving 
the domestic supply of technical and administrative skills. 

We are today working with several of the African countries on 
specific proposals and our interest is substantial. 


INCREASED ATTENTION TO PRIVATE ENTERPRISE 


When it created the Development Loan Fund, the Congress reaf- 
firmed that— 
* * * it is the policy of the United States * * * to strengthen friendly foreign 
countries by encouraging the development of their economies through a com- 


petitive free enterprise system * * * [and] to facilitate the creation of a cli- 
mate favorable to the investment of private capital. 


We in the Development Loan Fund regard this emphasis on private 
enterprise in our basic law as a clear mandate to work with and 
through the business community to the utmost extent possible. Our 
task, as we see it, is not merely to assist less developed countries, but 
to assist them in ways that will reflect, reinforce, and use free enter- 
prise, 

Of the total loans and guarantees approved for specific projects 
and programs through January 31, 1960, $304.1 million or 32 percent 
is for the direct benefit and use of the private sector; 43 loans and 2 
loan guarantees were approved for this purpose. 

About $160 million of the total consists of transactions with private 
borrowers and intermediate institutions which relend to private en- 
tities. The balance went to governments who will make the foreign 
exchange thus secured directly available to private industry. Our 
activities in connection with private investment are explained in a 
separate section of the red book beginning on page 25. 

While DLF assistance to private enterprise has been substantial, 
my travels abroad and throughout this country have provided con- 
vincing evidence that a substantially accelerated effort in this direc- 
tion is now possible. 

DLF is emerging as an important catalyst in attracting United 
States and other foreign capital to the less developed countries. 
Indeed, in the months immediately ahead, the combination of $100 
million of private capital with new DLF loans may be a conserva- 
tive estimate. 

Compare this figure with the total for 1958 of $59 million for all 
new United States private investment, other than oil, in the less de- 
veloped parts of the world. nena 

In order to help private United States investors to expand signif- 
icantly their activities in the less developed areas, the DLF must be 
capable of lending at a higher overall level than’it has in the recent 
past. ; tas a4 

Lest I leave the impression that our interest in free enterprise 1s 
confined to the large projects in which substantial American interests 
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invest, let me emphasize our interest in, and support of development 
banks or loan funds which extend long-term credit to smal] business- 
men. 

To such institutions the DLF had extended 14 loans and one guar- 
anty totaling almost $75 million by January 31 of this year; 33 loans 
under $100,000 have been made by such institutions as the result of 
DLF credits. We know from long experience how the viability of a 
free economy rests on the small entrepreneurs who form its core. Yet 
many areas remain where loans on reasonable terms are either un- 
available to small investors or available only to an insignificant 
extent. An increase in capital is required if the DLF is to make a 
larger contribution in this direction. 


REDUCED NEED FOR GRANTS A RESULT OF DLF OPERATIONS 


However, beneath these reasons for a higher level of lending by 
the DLF lies another, more fundamental one. It originates in the 
wish, as expressed in section 503(c) of the Mutual Security Act, that 
bilateral grants of economic assistance be progressively reduced and 
terminated. 

I think you will agree that a principal means of reducing the need 
for such assistance are those courses of action which hasten economic 
growth and self-sufficiency. Certainly the developmental loans of 
the DLF are one such means. The goal expressed in section 503(c) 
argues, I believe, for a larger role for the Development Loan Fund. 


DLF CAPABILITIES 


On the basis of 6 months with the DLF, the review which I have 
described and the changes which have been instituted, I am convinced 
that the $700 million in capital which we are proposing can be han- 
dled in a sound manner. 

I should like to refer the committee to pages 15 through 21 of the 
red presentation book where the DLF operating policies and pro- 
cedures are described in some detail. 

You will note the process of review to which a proposal is sub- 
jected. It is examined to determine whether other sources of financ- 
ing are available. Its economic and financial aspects are explored; 
cost estimates, engineering soundness, the general economic condition 
of the borrower’s country, the proposal’s contribution to economic 
development and the impact of the proposed activity on the US. 
economy are all evaluated, In short, our procedures result in a sound 
review. 

Moreover, the availability of developmental proposals remains sub- 
stantial. Applications are still being received at a rate in excess of 
our available funds. On the basis of the discussions throughout the 
world which I have already described, we have been informed of 
apparently sound applications in preparation which, together with 
those now on hand, would require even more than the funds we are 
now requesting. _ : Ne 4 

In preparing this request, we have taken into account an anticipate 
rise in capital available from international institutions and other 


nations. 
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We have assumed that the Inter-American Development Bank will 
undertake some of the lending in Latin America during fiscal year 
1961 which the DLF would otherwise assume, that the International 
Development Association will not commence operations until late 
in the year and that our efforts to increase the contributions of other 
industrialized nations to this effort will be substantially successful. 


CONCLUSION 


Mr. Chairman, I thank you again for this opportunity to present 
this report on the current status and future intentions and needs of 
the DLF. This young organization is contributing to the growth 
of the free world and to the accomplishment of U.S. foreign policy 
objectives. Its activities have and will in the future touch the lives 
of hundreds of millions of friendly people. Its record, I believe, 
justifies the hopes placed in it when it was created. 

The Cuarmman. Thank you, Mr. Brand. 


DLF REQUEST BELOW AMOUNT OF SOUND LOAN APPLICATIONS 


T note you say that you have sound applications for much more than 
you are requesting. How much is authorized under existing 
legislation ? 

Mr. Brann. $1,250 million. 

The Cuarrman. Why didn’t you ask for more if you have more 
applications ? 

Mr. Branp. I think the best explanation for that is that in the 
executive branch there are adjustments to be made by all agencies, and 
we did ask for more than $700 million. In fact, it was $1 billion, 
and budgetary considerations had their effect. 

The CHarrmMan. Then the decision to ask for $700 million was ar- 
rived at primarily by the Budget Bureau; is that right? 

Mr. Branp. Yes, sir. 

The Cuarrman. You referred to private reports such as those made 
by the CED, the National Planning Association, and the Rockefeller 
Brothers Fund. They all recommended a minimum of $1 billion-plus 
per year? 

Mr. Branp. That is correct. 


REPAYMENT OF LOANS IN LOCAL CURRENCY 


The Cuarmman. Are your loans all made repayable in the currency 
of the borrower or are some of them made repayable in dollars? 

Mr. Branp. They are made in both, Mr. Chairman. Of the $958 
million loaned so far, approximately $230 million is repayable in dol- 
lars and the balance in local currency. 

The Cuarrman. What restrictions upon the disposal of repaid local 
currency are typical? 

Mr. Branp. Ordinarily in our loan agreements, we agree with the 
country where the local currency is being repaid from, that we will 
not use the local currency for purchase of exports from the country 
except with its permission. 

We are free to use the currency in that country for expenses, U.S. 
expenditures and for reloaning to the country. But generally speak- 
ing it isa matter of agreement with that country. 











394 MUTUAL SECURITY ACT OF 1960 


The CuairMan. But the principal restriction is upon the export of 
raw materials, I presume? 

Mr. Branp. Yes. I have the belief that it would be just counter to 
the purpose of making loans repayable in local currency if we were 
to use them to purchase goods for exports. 

The Cratrman. It would as of now. I was wondering though 
about the future when and if the economies of these countries are 
strengthened. Assuming some of these countries become much more 
prosperous, what happens then ? 

Mr. Branp. I have proposed just recently that we give consider- 
ation, and we are doing so on the Board of Directors, to meeting that 
problem. It is a problem, and I agree with you, Senator, it is a 
significant problem. Two of the methods of possibly meeting the 
problem are these: One, that in the event that the country reaches 
convertibility, we might have a provision in our agreement whereby 
the repayments shall then be in dollars or a substantial part or a 
negotiated part in dollars. Another possible method might be that 
our loans be repaid to some predetermined point, say the halfway 
point, and they would then be subject to our election to have them 
repaid in dollars. Our election would depend upon circumstances 
existing then. 


DETERMINING INTEREST RATES ON LOANS 


The Cuatrmanx. What is your policy with regard tothe interest rate 
that you charge on these loans? 

Mr. Brann. We have an interest rate that we charge on a govern- 
ment to government loan where the loan is for what we call economic 
overhead. 

In other words, where there is no profit to it, such as a loan for 
highway purposes, the interest rate is 3144 percent. When the loan is 
for some productive economic purpose such as, for example, the con- 
struction of a fertilizer plant which is expected to earn a profit, then 
our interest rate is approximately that of the Export-Import Bank 
for a similar purpose, or 534 percent. 

The Cuamman. Would this be on loans to the government for the 
purpose of economic development ? 

This is not private enterprise. 

Mr. Branp. These are both to the government. 

The CHarrmMan. Yes. 

Mr. Branp. In private enterprise our rate generally follows the Ex- 
port-Import Bank rate, very close to the World Bank rate, and is 
today 534 percent. These are all in loans of dollars. 

The Cuatrman. Interest on loans to private enterprise is 534 per- 
cent in dollars. What is it on lending the local currency ? 

Mr. Branp. We have not done it yet. 

The Cuatrman. What will you do? This morning the allegation 
was made that the Fund or some other lending agency was charging as 
much as 10, 12, 15 percent. 

Mr. Branp. I think that is the Cooley program under the Export- 
Import Bank. 

The Cuamman. You don’t do any of that? 
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Mr. Branp. We have not gotten into that. But I think we will fol- 
low the Export-Import Bank of charging a rate commensurate with 
the banking rate in the country where the loan is to be made when 
we are making local currency loans. Otherwise we would undercut 
the banking systems of the country. 


AUTHORITY TO USE PUBLIC LAW 480 LOCAL CURRENCY 


The CHarrMan. Your presentation book says on page 16 that since 
July 1959 the DLF has been eligible to utilize local currencies arising 
out of the proceeds of sales conducted under the Agricultural Trade 
Development and Assistance Act, Public Law 480. I didn’t realize 
that. 

Mr. Branp. Yes, that is true. 

Senator Lauscnr. What are you allowed to do? 

Mr. Brann. That differs from the Cooley program. The Cooley 
amendment provided that up to 25 percent of all the receipts under 
the Public Law 480 program should go to the Export-Import Bank 
for lending. Since that time, they have met substantially the de- 
mand for such loans, and the NAC in its coordinating capacity has 
placed the burden upon the Export-Import Bank in this particular 
field. 

Now there is no prohibition against the DLF doing it, but so far 
there hasn’t been the need nor the demand for it. 

The CuatrMan. But you do have the authority ? 

Mr. Branp. We have the authority. 

The CuHamman. Would you please identify it for the record. 

Mr. Branp. I think we are under 104(g¢) of Public Law 480. 

The CuarrMan. Is that authority carried in Public Law 480? 

Mr. Branp. No, sir, it is contained in the Executive order on the 
administration of Public Law 480. Executive Order 10560, as 
amended by Executive Order 10827. 

The Cuairman. Are there any DLF loans in arrears or default ? 

Mr. Brann. No, sir. 

The CuairMan. Either as to principal or interest ¢ 

Mr. Brann. No, sir. 


DLF TO DO Its OWN ACCOUNTING 


The CHatrman. What is the significance of the provision you 
mentioned in your statement to dispense with the ICA staff which 
has been doing your accounting and setting up your own ? 

Mr. Branp. Yes. The significance has several facets. One is 
that my background is that of a banker in a small bank I always felt 
that it was wrong to have people responsible for money unless author- 
ity went with it, and the amounts involved in this are increasingly 
large. 

It is a task that should be in our opinion under the direct super- 
vision of the executive officials of the DLF. As the work continued 
and grew, we now have 122 approved loans. The workload became a 
tremendous matter. 

We employed an accounting counseling firm of very fine reputation, 
and they made a study at ICA, at our place, and at the Export-Import 
Bank. After considering the matter with Mr. Murphy, the State De- 
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partment Inspector General, and the Comptroller General of the 
United States, they came up with the recommendation that we take 
over this particular part. We do not expect it will cost more, and it 
may mean something of a saving. 


TIME PERIOD FOR PROCESSING LOAN APPLICATIONS 


The Cuatrman. What is the average time from the receipt of an 
application by the DLF to approval or rejection ¢ 

Mr. Branp. I don’t believe that we can give you an average time, 
because it depends so much upon the particular application. 

For instance, an application for a loan for a small expansion of a 
little company might take a matter of a few weeks, less than a month, 
while an application for a large project such as a fertilizer plant might 
take some months, because of the engineering that must precede it. 

The Cuarrman. It depends on the individual case. 

Mr. Brann. It depends altogether upon the individual case. 

The Cuarrman. Could you give a minimum estimate? How long 
does it take on the simplest loan if you do it the very easiest and quick- 
est way { 

a I don’t believe, Senator, that I can give you a judg- 
ment on that. I might look at our records and see what was the 
fastest we did it. 

The Cuarrman. That’s right. What is the fastest time in which 
you have ever processed a loan ¢ 

Mr. Branp. We will have to submit that to you for the record. 

The Cuarman. That is all right. You might put in the record 
the fastest and the slowest times to show the extremes. 

(The information referred to is as follows :) 


STATEMENT ON TIME PERIOD FOR PROCESSING DLF LOAN APPLICATIONS 


A few loans have been processed in less than a month’s time. The longest 
time has been about a year and a half. The average time has been about five and 
a half months. 


REJECTION OF LOANS FOR LACK OF FUNDS 


The CuHamman. How many otherwise acceptable loan applications 
has the DLF rejected because of lack of funds? 

Mr, Branp. That is a difficult question to answer, for this reason. 
We have as many as 3,800,000,000 dollars in applications before the 
DLF. It is true that some countries scraped together all the appli- 
cations they had ever thought of of any economic project, and sub- 
mitted them all to the DLF, whether they had been submitted to the 
World Bank or to the Export-Import Bank or any other place, 
There was a justifiable reason for this. The DLF was a young or- 
ganization. It had no criteria established. There were at the start 
only 7 people, and the countries did not know just what its guidelines 
might develop into and how they might make out. But I believe that 
had it not been for a lack of funds, we would have not returned some- 
thing in the neighborhood of a billion dollars in applications since I 
have been at the Development Loan Fund, which stems back to Sep- 
tember 2, 1959. Now we probably would have returned a considerabl 
portion of those, but if it had not been for the restriction of funds, it 
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is my considered judgment that some of these probably would not 
have been turned back to the applicants. 

The CHarrman. Yes, But you can’t estimate how many? 

Mr. Branp. No, sir. 

The Cuarrman, I wonder if you could do that for the record. Do 
you have any records that would show that? 

Mr. Branp. Yes, sir. 

The CHarrMAn. You might make an effort and see if you can esti- 
mate for the purpose of the record how many loans you would have 
made had you had available the funds. 

Do you think you can tell that from your records? 

Mr. Branp. I think the question now has changed somewhat in 
form. I thought your question was the impact on our consideration 
of loans because of lack of funds. Our Board of Directors are the only 
ones who can approve an application, and it is pretty hard for me to 
look in a crystal ball and guess just what they would have done. 

But on the administrative side of it, which is the Managing Direc- 
tor’s side, I have a feeling that we would have before us for considera- 
tion more applications than we now have if our funds had been larger. 
I have felt, and so do the Board of Directors, we are entirely in agree- 
ment on it, that it was unfair to keep a $114 billion to $2 billion worth 
of applications when we knew that there was no way to reach them 
within the foreseeable future. 

And by foreseeable future I mean a year to a year and a half. 

The Cnarrman. I see. I am not pressing you. It may well be 
that there is no way to ascertain the answer to that question. 

Mr. Branp. I certainly want to be just as responsive as I can pos- 
sibly be. 

The CHatrMan. Yes. 

Mr. Branp. I have explained the difficulties in arriving at a definite 
conclusion, and have given my judgment. 


BREAKDOWN OF LOAN APPLICATIONS BY REGIONS 


The Cuarrman. I wonder if this might be useful to the committee. 
Your presentation book shows the loan approvals by region. I wonder 
if you could show the loan applications by region. 

{r. Branp. Well, we don’t have what generally is considered a loan 
application. We have no form. We sometimes get them verbally, 
sometimes they are submitted by letter. An example is a recent 
loan we made in Peru to a savings and loan association for housing. 
First the Ambassador came in skied’ us for a deposit in the savings 
and loan association, and we said, “We are sorry, we don’t feel we can 
make a deposit.” 

That was not within our legal abilities. That finally generated into 
a verbal application for a loan, and although we made the loan, we 
never did have what you call a concise application. 

So some may be considered an application and some may not be. 
But we do have a long list of various proposals made by applicants, 
and we would submit it. However, I believe it should be classified in- 
formation, if I might suggest it, because some of these people would 
not want it known that they submitted an application and it was 
sent back. 


The Cuatrman. I didn’t suggest the individuals’ names. 
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I said by regions. 

In your book you say that you considered loan applications in the 
amount of $3.8 billion. There must have been something you con- 
sidered an application. I was suggesting that figure be br ‘oken down 
into regions. 

Mr. Branp. We can do that very easily. 

(The information referred to is as follows :) 


Statement on breakdown of DLF proposals received as of Jan. 31, 1960, by region 


{In thousands of dollars] 








Loans No longer | Proposals 
approved | undercon- | onhand | Total 
| sideration 
Africa... ‘ ‘ 64, 090 71, 924 74, 659 210, 673 
Europe occ eke E f 81, 000 128, 042 248, 741 157, 783 
Far East- cettiltaine sasaesine ionmuniiieg tds asietiponeiae 106, 476 310, 914 329, 436 836, 826 
Latin America. -- wi cetioen adutectedaee 77, 590 381, 676 48, 710 507, 976 
PR ntihn Gdtknhss bn oe entheeny<ndeadeeeisude 202, 550 330, 580 315, 561 848, 691 
rian le eunntasannancduarane mnémaamiel _ 336, 500 227, 517 348, 060 912, 077 
TN x incipieichvapinkuieaaebegennkliedaien ~ 958, 206 1, 450, 653 1, 365, 167 3, 774, 026 


The CHatrman. I think that it would be useful to see where the 
applications are coming from and what part of the world generates 
most of the applications. You probably offhand can say that’? 

Mr. Branp. South Asia. 

The CuHarrman. Is that mostly because of the magnitude of India’s 
economic development tasks ? 

Mr. Brann. Yes, and I think it also has a great deal to do with 
Pakistan, Taiwan, Iran, and some countries where the other agencies 
and private sources of capital are not oper ‘ating to any great extent at 
this time; they, therefore, have a natural gravitation toward us. 


DLF RATES OF INTEREST 


The Cuarrman. Yes. Before I turn this over to Senator Lausche,. 


I am not sure I got the full story on that interest rate. Take, first, 
the lending of dollars repayable in local currencies. What will be 
your interest rate on that? 

Mr. Branp. On economic overhead loans to governments, 314 per- 
cent in local currency, such as a harbor. Repayment of dollars, the 
interest rate is the same. 

The Cuarrman. A dollar loan for overhead repayable in dollars or 
in local currencies has interest of 3.5 percent; a loan for factories 
and other enterprises conducted by the government has a rate of 
534 percent, whether or not it is repaid i in dollars or local currencies. 
And for loans to private enterprise the interest is 534 percent. 

Mr. Branp. Yes. 

The Cuatrman. Where does this big interest occur if it does? 

Mr. Branp. We have never done it. 


The CuHarrman. If you loan local currency you would charge the: 


going rate in the respective countries ? 
Mr. Brann. Yes, we would expect to do that although our Board 
has never made that decision, but that would be my recommend: ation. 
The Cuairman. Senator Williams was talking this morning about 
loans made by the Export-Import Bank from Public Law 480 funds. 
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Mr. Brann. Yes, sir. 

The Cuatrman. Are they charging whatever the local rate is? 

Mr. Brann. Yes, now when we lo: an, and I think that we have made 
a small loan in Brazil, where we loaned local currency. This is a 
$240,000 loan, repayable in 14 years at 8 percent. We have not yet 
engaged in other lending of local currencies. 

The CHAIRMAN. That is what is considered a local bank rate for 
private enterprise ? 

Mr. Branp. Yes. 


LOANS TO AMERICAN CORPORATIONS ABROAD PERMISSIBLE 


The CHarrMan. Do you lend to a foreign corporation or individual 
as you do to an American corporation / 

Mr. Branp. Yes. 

The Cuairman. Do you make loans to an American corporation in 
a foreign country ? 

Mr. Brann. We can. 

The Coarrman. Have you made any such loans? 

Mr. Brann. Yes, we have some loans to companies in which U.S 
corporations own an interest, for instance a loan for ship building in 
China. The Ingalls people have a minority interest in that company. 

They are from Pascagoula, Ala. There is no prohibition either 
policywise or in the legislation against lending to American compa- 
nies. In fact we favor it. 

The Cnatrman. If economic factors justify it, you would make one 
to an American company ¢ 

Mr. Branp. Yes, sir. I personally encourage American companies 
to take more of an interest in that. 


MAINTENANCE OF VALUE CLAUSE 


The CHarrmMan. Does this 8 percent loan in Brazil have a mainte- 
nance of value clause in it? 

Mr. Branp. No, sir. 

The Cuarrman. Do any loans? 

Mr. Branp. All loans made in dollars repayable in local currencies 
have a maintenance of value provision. Loans made in local currency 
repayable in local currency do not have. 

The CHatrMAN. Senator Lausche, do you have any questions? 

Senator Lauscuer. Is it sound that loans made in local currency do 
not have a maintenance of value requirement? Is it economically 
sound ¢ 

Mr. Branp. If we have cruzeiros in our hands and lend them, in our 
opinion, right or wrong, there is no reason to have the maintenance of 
value provision, because the maintenance of value is only to the value 
of the dollar, and it is tied to the dollar. Now as that fluctuates up 
and down 

Senator Lauscur. What if the cruzeiro becomes valueless by a con- 
stant depreciation of its purchasing value? 

Mr. Branp. If we held it up here instead of reloaning it it would 
still be valueless. 

Senator Lauscuer. Can you answer that? 
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Mr. Branp. Senator, if we have cruzeiros here in the Treasury 
Department, we don’t loan them. They become just as valueless as 
if we had loaned them. 

Senator Lauscue. But let’s go one step beyond that. Doesn’t that 
operate as an inducement to a heavy debtor nation, to continue its 
depreciation of value so that it will pay off with a worthless currency ? 

r. Branp. It would not occur to me that any nation would take 
that drastic step on devaluation of their own currency just to undercut 
the value of the purchasing power. Especially where we can’t use it 
any way in the country without their permission, and we are not ex- 
tracting anything from the country in the way of an export. 

Senator Lauscue. Shouldn’t we at some earlier stage in the pro- 
gram under which we are sending them surplus goods and takin 
currency, insert a provision that they will not be able to pay off with 
a depreciated currency ¢ 

Mr. Branp. You make a dollar loan when you do it, I believe in my 
opinion. In a case such as this the borrower does not use dollars. 

hey just have the local currency, and they have to go to their central 
bank if they needed dollars. 

Now if you tie that loan to the value of the dollar, it makes a dollar 
loan out of it. 

Senator Lauscue. We have, let’s assume, $10 million worth of food 
and Brazil wants it and we say “Well, we will sell you $10 million 
worth of food. You send us $10 million in cruzeiros.” 

But suppose we know that those cruzeiros in 1 year will be worth 
25 percent less. Shouldn’t we in this initia] transaction guard against 
loss through depreciated value? 

Mr. Branp. Well, it is a possibility, but I do think if there is de- 
preciation in a country, the price structure will drop and the cruzeiro 
value in that particular country remains constant. 

The Cuarrman. The trouble is that those programs are not true 
commercial] transactions. You wouldn’t make a dollar loan. 

Senator Lauscue. I don’t concede that we are just trying to give 
away food, although sometimes I think so. 

I will tell you what prompts my question. I have a letter from a 
citizen in Cleveland. He said, “You and your fight against the defla- 
tion of the value of the dollar; I can’t understand you. I owe money 
on my house, on my automobile, on my refrigerator. I owe money on 
everything. I am looking for the day when $10,000 bills will be as 
frequent as dollar bills and when that day comes I am going to my 
banker and I will give him two $10,000 bills for my $16,000 debt and 
I will tell him to keep the change.” 

The Cuarrman. That’s right; the debtors would like to see that. 

Senator Lauscne. That is the letter I got. Now I can understand 
your position. If we have these cruzeiros in our money box and the 
value of the cruzeiro drops, we are in the identical position whether 
we have the cruzeiros here or there. But somewhere along the line we 
ought to start thinking of guarding against encouraging devaluation. 

Mr. Branp. Of course our agency has nothing to do with the 
Public Law 480 program except the possibility of some day relending 
some of the currencies generated by the program. But there are two 
points which might well be mentioned. One is that there is an in- 
centive built into the Public Law 480 program that if they will do 
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what you are suggesting, they get a lower interest rate as an incen- 
tive. If they will agree that it be repaid in dollars, and that is exactly 
what the force of the suggestion is, they get a lower interest rate. 

Secondly, that the Public Law 480 program in sending these com- 
modities into the country has a great impact on inflation. That is if 
it did not receive the commodities the shortage would raise the price 
structure and devaluation of the currency would follow. 

So it does have that impact. But if we went the whole route, as you 
possibly are suggesting, and built in a provision that they cannot 
devalue, you have substantially a dollar loan. 


MAINTENANCE OF VALUE CLAUSES IN ALL DOLLAR LOAN AGREEMENTS 


Senator Lauscue. Yes. Are there maintenance of value clauses in 
any of the contracts that are made by the granting and lending agen- 
cies that are now in existence ? 

Mr. Branp. All loans of dollars abroad by any U.S. agency repay- 
able in local currency under any circumstances as far as I have any 
knowledge, and certainly with my institution, have the maintenance of 
value clause inserted. 

Senator Lauscue. Is there no requirement that the value be main- 
tained in all debts contracted by foreign nations through the purchase 
of surplus foods? 

Mr, Brann. If they elect to repay that in dollars it has that 

Senator Lauscue. But they wouldn’t do that? 

Mr. Brann. Oh, yes, they have done it, yes, we had one loan repay- 
able in local currency ourselves in the Philippines and they elected 
after the loan agreement was signed to change it. 

That was about a month ago. 

Senator Lauscue. Then is it fair to say that most of the sales made 
of surplus foods payable in local currency have no maintenance of 
value clause ? 

Mr. Brann. So far as I know, that is true. 

Senator Lauscuer, I think that is all that I have. 

The CHarrmMan. Senator Carlson is an expert on agricultural 
programs. 

Senator Cartson. I know them generally, yes, sir. 





LOANS TO PRIVATE ENTERPRISE 


I was interested in these projects where you make loans, as you 
mentioned in your statement, to what you call a private sector. 
These loans are made to individuals and to associations. What type 
of association would that. be ? 

Mr. Brann. I assume you are referring, Senator, to the loans we 
make to friendly agencies abroad, such as industrial banks. As an 
example, we made a loan to an organization known as the Pakistan 
Industrial Credit and Investment Corp., $4,200,000. They have the 
right in the agreement contract they make with us to reloan to small 
industries in the country up to $250,000. They have that right and 
then report that loan to us. 

Above $250,000 they must have our prior approval before the loan 
can be made. 
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Under their regulations this is within a selected group of indus- 
tries that will either generate foreign exchange or save foreign ex- 
change as the case may be. 

Senator Cartson. Do I understand that you loan to these associa- 
tions or institutions in foreign countries like the bank you just men- 
tioned, and they can and do make loans to smaller individuals than 
you would yourself, generally speaking? 

Mr. Branp. This is one device that we are using to try to reach 
the middle class people abroad. We feel that the foundation of the 
economy rests upon reaching in an important degree the middle 
class people and not just big projects. 

We could have had a great deal of trouble 10,000 miles away in 
making loans, small loans, and some of these are as small as $3 500, 
$5,000. There are several of them in this one country, Pakistan, as 
low as that. On the other hand they have talent, resources and wok 
who know these small producers and industrialists. When the indus- 
trialists need equipment abroad, they go to this organization. 
This is all for foreign exchange purposes. They have in their 
organization engineers and technical people who know their business, 
and make the loan, and as they make the loan they seek reimburse- 
ment from us. We don’t put any money in their hands until they 
have already made the loan. 

Senator Cartson. Mr. Brand, I want to compliment you and com- 
mend you for that type of loan. Ispent a little time over in India and 
Pakistan and I saw the need for loans of, I thought, $5,000 or $10,000, 
and I saw some operations. As a matter of fact we have a man from 
Wichita, Kans. whose name is Bill Graham. I don’t know if you 
ever heard of him. 

Mr. Branp. Yes, I have. 

Senator Carson. He is a generous oil man who thought he would 
go to India and make some investments—not that he didn’t expect 
to get his money back. He made them in $5,000 amounts and I know 
some of them proved to be very successful. 

I am delighted to hear that you are doing that through these asso- 
ciations. What is your minimum loan to an individual ? 

Mr. Branp. Actually they had a minimum of $100,000 in one of 
their pamphlets in the DLF before I came aboard, but TI took that out, 
and we have no minimum today. Ordinarily we find that administra- 
tively it is very difficult to handle the negotiations of a loan as small 
as that. 

The Export-Import Bank in one day, I took part in approving a 
$900 loan and a $500 million loan the same day. That is a little versa- 
tile and flexible. The $900 loan was for a plow in Rome, Ga., to be sent 
down to one of the Latin American countries. 

Senator Carson. I can readily understand the difficulties in these 
smal] loans. But I think they are important in getting contacts with 
these countries that need to expand their private enterprise system 
and that is helpful for furnishing employment. 


GUARANTEE AUTHORITY 


I believe you have guarantee authority under the law ? 
Mr. Branp. Yes, sir. 
Senator Cartson. Of about $100 million ? 
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Mr. Branp. Up to $100 million with a 50 percent reserve. 

Senator Cartson. Now what could you use that for ? 

Mr. Branp. That can be used when a commercial bank or an Ameri- 
can company puts up its own money and wants a guarantee and will 
pay a fee for it. 

Now the reasons it has not been used more than it has so far are 
twofold. One, with an interest rate in a great many instances as low 
as 3.5 percent, and the money market situation in the United States 
as it is, there is just no chance of 3.5 percent guarantee being of any 
interest to a commercial bank no matter who is going to guarantee it. 

Government bonds of course are much higher ‘than that. When we 
lend at 534 percent, it is generally in a loan repayable in local cur- 
rency. Again the private banks are not interested in that. 


USE OF GUARANTEE AUTHORITY 


However, we feel that this is going to be used to a greater extent, 
and I might give you and the committee a brief description of one 
large enterprise that we are considering now, where the facilities of 
the guarantee may be used. 

In Turkey three American concerns have formed a company to- 
gether with a group of Turkish private industrialists to build a steel 
plant in conjunction with the assistance of the Turkish Government 
and the possibility of a loan from the Development Loan Fund. 

This steel plant would be the second steel plant in Turkey. They 
now have a fully Government-owned one. This would be private. 
The majority of the stock would be held by private people. The 
Americans would put in together with Turkey something over $25 
million. This is something a little new. Chase Manhattan’s subsidi- 
ary, the Chase Intern ational Bank, is also a part of this consortium 
of American companies. It is financially assisting as advisers, and 
there is a great possibility they may take about $5 million of this 
amount. 

Now some of the $5 million might have a guarantee of the Develop- 
ment Loan Fund on the last few payments. Say they had a deben- 
ture, a 10-year debenture. Well, they might come to us and ask us 
for a guarantee for the last 3 years and they would take it for their 
own risk the first 7 years. Now this is new but I seea great possibility 
in this type of a use, and we are also talking about it in connection 
with several loans in India. 

There may be another case in Taiwan of this sort. 

But it is being considered. So as time goes on I think this guaran- 
tee provision is going to be a very important part of the operation of 
the DLF. 

Senator Cartson. Can you tell me roughly how much of this hun- 
dred million you used ? 

Mr. Branp. Yes, we have only made two guarantees totaling about 
$3,650,000. 


USE OF GUARANTEE AUTHORITY TO STIMULATE HOUSING 


Senator Cartson. Would it be possible to use the authority for 
some of the housing programs that are needed? 
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Mr. Branp. We are just sort of getting into the business in the 
housing field. We have only made one loan, just recently. In fact, it 
was approved by the NAC. This is a $2 million loan in Peru half 
in local currency and half in dollars to assist in a modest way the 
~ pee establishment of a Peruvian building and loan association. 

e are just embarked on this program. How dollars might be used 
in housing in substantial ways 1s still a difficult problem. 

What they need is local currency for housing for the most. part. 
That is, the foreign exchange costs are rather low in housing projects, 
but there is a possibility, as you have suggested, of the use of guaran- 
tees in this type of an activity. 

Senator Cartson. There is always great concern about housing in 
these less developed countries. Housing programs are always in 
demand. I am sure you are going to explore the possibilities. It 
seems to me that if you could get some local organizations and other 
private capital together, it might be that these housing programs 
could be started with the help of guarantees. 

2 Branp. Well, it has problems, but I think we are starting out 
and—— 

Senator Cartson. It seems to me it has possibilities; that is all. 


GUARANTEES TO PRIVATE ENTERPRISE 


Senator Arxen. Yes, I am interested in the question that has just 
been raised about guarantees to private business in other countries. 

If you were making a guarantee, would you take into consideration 
the probable earnings from the investment? 

You would not guarantee a private company that went into a 
country expecting to make a 35 percent profit the same as someone that 
went in with the prospect of making 12 percent, would you? 

Mr. Branp. We ordinarily would use exactly the same criteria in 
trying to appraise that situation as in any ordinary loan. 

In other words, the fact that it is a guarantee does not make any 
distinction in our minds as to the assessment of the repayment po- 
tential on that particular entity abroad, and we would use exactly 
the same criteria. 

Senator A1xen. The $100 million would not go too far if spread 
over the world in the form of guarantees, If we are looking for good- 
will or cooperation from other countries, the company that went into 
a foreign country and got the biggest returns probably would not 
yield as much proportionate goodwill as a company that went in ex- 
pecting a return of—you wouldn’t expect them to go in on a 4, 5, or 
6 percent basis—we will say 12 to 15 percent. 

Mr. Branp. I believe that in all our cases the latter is the governing 
factor as you point out, sir. The need for the facility is more im- 
portant to us than the profit involved. 

Senator Arken. That’s right. The main purpose is to promote de- 
velopment in the less-developed countries. 


LOANS TO LATIN AMERICA 


I notice in your report that 8 percent of the loans are in Latin 
America. Is that, in your opinion, a fair proportion in accordance 
with the needs? 
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Mr. Branp. In accordance with the needs I would have to answer 
in the negative. But in accordance with the availability of loan 
funds, I think it is reasonably active on the part of the DLF. 
While I was in the Export-Import Bank, we gave a great emphasis 
to Latin America. The World Bank has done the same. 

The new Inter-American Bank would be another facility for the 
people down there, and I believe that Congress intended that we give 
a great deal of attention to the availability of lending on the part of 
other agencies, We also regard Latin America most seriously, there 
is no question about that in our minds, and we expect to make, as I 
have said, some substantial loans in Latin America. However, our 
activity will be to a large extent determined by the activity of the 
other institutions, because as you know, we submit each loan applica- 
tion we may have to them. There have been several instances when 
the application has come to us and has been turned over to the Export- 
Import Bank or the World Bank as the case may be. 

Senator Arxen. Then that particular field will be handled as far as 
possible by the Export-Import Bank ? 

Mr. Branp. Yes. I believe that they, together with the World 
Bank and the new Inter-American Development Bank, will service 
the majority of the needs of Latin America, but we of the Develop- 
ment Loan Fund have no negative position in this at all. We have a 
positive enthusiastic position that we would like to be helpful insofar 
as the needs are demonstrated. 


PERUVIAN HOUSING PROJECT 


Senator Arken. I am glad you have reached a final decision on 
the Peruvian loan. I think that it will be an excellent investment. 

Mr. Branp. We look with considerable interest on the development 
of this particular loan, and I know that the Prime Minister has the 
capabilities of making it very successful. 

Senator Arken. I am really glad you have done it. I realize the 
U.S. Government can’t give direct loans for housing to foreign coun- 
tries, because it would run into millions of dollars and not scratch 
the surface. But you have planted the seed which can generate its 
own power now, I think. That is all. 

Mr. Brann. We look forward to working out that with them. 


DLF RELATIONSHIP TO OTHER GOVERNMENT LENDING INSTITUTIONS 


The CuHatrman. What is the normal procedure of checking with 
other lending institutions ? 

Mr. Branp. Well, we have more than one procedure, Mr. Chairman, 
and I will take a moment or two to tell you what happens with a loan 
application. 

It is first referred to a group in the DLF consisting of a loan com- 
mittee, a loan officer, an economist, and engineer, and a lawyer. 

The Cuarrman. These are all within the DLF ? 

Mr. Branp. Yes, sir; and within a matter of several days, it is 
referred to the Export-Import Bank in writing so that they have an 
early consideration. When the decision is reached by the Export- 
Import Bank, if they say that they have no interest in it, then it 
goes under active study. 
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When that active study reaches the Executive Committee of the 
DLF which is merely the senior officials of the DLF, then we have 
what we call an informal meeting of our Board of Directors, more 
or less their deputies, and go over the loan in detail. 

The Board of Directors includes the U.S. Executive Director of 
the World Bank. If the application generates no further interest 
on the part of the World Bank or the Export-Import Bank—I should 
have said that there is a finding made that no private capital is avail- 
able, and the borrower is asked to define his activities in trying 
to obtain private capital—if there is no further generation of interest 
on the part of the Export-Import Bank or the World Bank- 

The Cuatrman. Is it also submitted to the World Bank ? 

Mr. Brann. At the time of inception the U.S. Executive Director 
on the World Bank is represented on the informal Board. The Direc- 
tor is present once a week, every Friday. So there is nothing of any 
consequence that I believe could help. 

Now on important matters I have gone over to the World Bank 
and intermittently had luncheon with Gene Black and with Burke 
Knapp and we have talked over our interest in various and sundry 
different loan proposals in various areas. 

I believe the coordination is constantly improving, Mr. Chairman. 

The CHarrman. Does it happen that sometimes proposals before 
two different banks are interdependent? One bank says they can 
make the loan if the DLF will also make a loan ? 

Mr. Branp. Yes, sir. 

The CuatrMan. You then sometimes make it possible for them to 
make a loan which they would not otherwise do ? 

Mr. Branp. We feel that that is correct, Mr. Chairman. 





REACTION TO BUY AMERICAN POLICY 


The Cuarman. Have there been any significant results of the Buy 
American policy that you can tell us about? How does it work? 
Have other nations complained about it much ? 

Mr. Branp. Well, the first thing I did was to take a trip to the 
major areas of our activities. I have talked to the heads of govern- 
ments like Prime Minister Nehru in India, the President. of P: akistan, 
Generalissimo Chiang Kai-shek in Taiwan, and in Turkey to Prime 
Minister Menderes. 

The Cuamman. What was their attitude? 

Mr. Branp. The attitude of, in three of those countries was that 
they had instructed all their people not to even take it up with me, 
that they were very satisfied with the policy of the United States. 
They did not want to question it in any way, and that as the Korean 
Ambassador stated publicly the other day, that buying United States 

was a good thing for his country. He liked it all right. 

In India we had a mixed feeling, possibly coming from some of 
the private industrialists, they felt that at times they might have to 
pay more money, because of U.S. goods being higher, and that. they 
dealt only in rupees, the dollars had nothing to do with them. 

They had no dollars. The Government on the other hand was as 
cooperative as anyone could expect it to be. 
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My answer directly is we have not had any substantial trouble 
with the inauguration of this policy. Frankly we are doing it on a 
case by case basis, and we have had an instance or two that we felt 
there was hardship, so we waived it. 

The CuHatrman. Can you waive the requirement wherever there 
is a wide price differential in the particular materials to be bought 
here? 

Mr. Branp. We can waive it for any reason. 

The CuairmMan. You can waive it for any reason you want to, You 
apply the requirement, then, in a reasonable manner, I hope. 

Mr. Branp. Yes, sir. 


FUTURE RELATIONSHIP OF DLF TO IDA 


The CHatrman. It has been suggested in the hearings on the IDA, 
which took place about a week ago, that the amount of our subscrip- 
tion to the IDA should be subtracted from the appropriation for the 
DLF. What would you say to that? 

Mr. Branp. In the first place, fiscal year 1961, IDA is not expected 
to lend at all. It would have no effect whatsoever, in our judgment, 
in the fiscal year that we are asking for this amount of appropriation. 

Secondly, the amount of IDA will not, is not in my opinion sub- 
stantial enough to have a tremendous impact. I personally, and I 
think that my colleagues on my board, believe very firmly that we 
should have these types of resources such as IDA in order to attract 
more countries to take a greater interest in the development of under- 
developed areas of the world. If we would subtract every time we 
put in something or added something up for one of these multi- 
lateral establishments, and then subtracted from our own partici- 
pation, I don’t think, myself, we would encourage anybody. 

It would be a deterrent rather than an encouragement. 

The CuatrMan. Do you feel that the need is great enough to justify 
both IDA and the full amount for the DLF? 

Mr. Branp. Yes, sir, I think DLF should be larger than it is. 


STUDY OF POSSIBLE MERGERS OF AGENCIES IN FOREIGN 
ECONOMIC FIELD 


The Cuaiman. I introduced an amendment calling for a study of 
possible mergers of agencies in the foreign economic field. What 
would your attitude be toward such a study? ? Do you think there is 
any possibility of effectively merging DLF with IDA, just as an 
example? 

Mr. Branp. I would say very frankly, that there are problems in 
coordinating the number of agencies that are in these fields. I have 
just mentioned the desirability of attracting through multilateral 
methods the assistance of other countries, so that we not carry as large 
i burden as we would have to carry to meet the demands throughout 
the world. A study of this type at this time in my opinion would be 
helpful. 

The CuarrmMan,. It would be helpful. 

Mr. Branp. Yes, sir. 
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The CuatrMan. Speculating along that line, it might be that, as 
IDA comes into operation, and assuming it is wel] administered, the 
DLF might possibly be merged with its resources; couldn’t it? 

Mr. Branp. You mean merged with the World Bank? 

The Cuarrman. No, with the IDA. 

Mr. Branp. I don’t quite think so. 

The Cuatrman. I think the IDA is a little more closely akin to 
you than the World Bank. It is a subsidiary of the World Bank. 

Mr. Branp. I have always felt that the U.S. Government would 
probably at all times desire to have an agency within its own purview 
that it commanded entirely for our foreign policy objectives. In my 
opinion that is the foremost reason for the establishment of the DLF. 
Therefore it would not be practical to merge it with a multilateral 
international institution owned by various other countries. 

The Cuairman. I will put it another way. You do not believe that 
the U.S. Government is likely to withdraw completely from bilateral 
operations in the foreseeable future? 

Mr. Brann. No, sir. 

The Cuairman. You have no intention of withdrawing from Latin 
America? I believe you have covered this in answer to Senator 
Aiken’s question about your attitude toward Latin America, haven’t 

ou ? 
Mr. Branp. None whatsoever. 

The Cuarmman. It has been said that you have an informal agree- 
ment to withdraw and let the Export-Import Bank and others handle 
it. Are there any other questions ¢ 


SOVIET BLOC ACTIVITIES 


Senator Lauscue. I would like to ask a question. I notice in the 
red book you have a discussion of the efforts of the Sino-Soviet bloc. 
You point out that the rate of growth in China has been multiplied by 
5 while in India it has multiplied by 2. 

Is the Soviet bloc becoming more active in aiding the less devel- 
oped countries? 

Mr. Branp. I find the Soviet bloc has become more active. I am 
not too sure its objective is to give aid to underdeveloped countries. 

I think their objective is more for political purposes in using the 
economic approach in Latin America, but it is true that they are taking 
a larger part in the economic programs. 

Senator Lauscue. Do you ask during your negotiations for in- 
formation from the prospective borrowing countries about what the 
Soviet bloc is prepared to do for them ? 

Mr. Branp. Yes, I just had that experience in India. I made rather 
an extensive visit in India. In fact, in that country I traveled about 
4,000 miles. Mr. Khrushchev came in right afterward and agreed to 
give them enough to expand the Soviet assisted steel plant by 150 per- 
cent which would mean something in the neighborhood of several hun- 
dred million. He did it publicly, and that is a point that you see in 
the activity yourself right in the country. 

Senator Lauscne. You observed that in India. Where else? 

Mr. Branp. Indonesia is another example that they have been very 
active recently. I think that the State Department has advised us on 
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a occasions in Latin America of increased activity in the Russian 
sphere. 

I don’t recall any specific loan that has come up. 

The Cuatrman. Did you say $500 million in India? 

Mr. Branp. A billion and a half in expansion of the steel plant. 

The Cuatrman. A billion and a half? 

Mr. Branpb. A million and a half. Now that is tons, a million and 
a half tons. 

The Cuarrman. How much was it in dollars? 

Mr. Branp. About $500 million would be an ordinary estimate for 
a one and half million to expansion. 

The Crarrman. Is that in addition to what they have already put 
in that steel plant? 

Mr. Branp. Yes. About $350 a ton to capacity is a pretty good 
rule of thumb for a steel plant, and multiplying by a million and a half 
ton increase would be $500 million. Now there are those that say 
that Khrushchev did not quite mean that, he meant that would reach 
a capacity of a million and a half, increasing from 1 million to a 
million and a half. But that is not my understanding from informa- 
tion I have received from India since that time, from the steel people 
that have talked with me. 


ADVANTAGES OF BILATERAL VERSUS MULTILATERAL PROGRAMS 


Senator Lauscue. I want to pursue the thought raised earlier by 
Senator Fulbright a bit further. Various study groups have recom- 
mended that we enter into multilateral combinations and abandon 
our bilateral program. 

What advantages do you specifically see in the bilateral approach, 
as you have in the Development Loan Fund? 

Mr. Branp. Oh, I think there are advantages on both sides. Some- 
times our participation in the World Bank or in the International 
Finance Corporation, or as time goes on in the International Develop- 
ment Association, and the International Monetary Fund will suit the 
purposes of the United States very well at the particular time. But 
there are times when these agencies are not in position to meet cir- 
cumstances in a country, where for our own purposes, both financial 
and political, it is most desirous. 

For example, the World Bank had not made the loan of a dollar in 
Argentina in the last 3 years, but the American Government and the 
American people felt that it was very necessary to support that effort 
of democracy in Argentina. We have not only done it on the Gov- 
ernment side, but 10 of the big banks of this country have, without 
any guarantees from the Government whatsoever, loaned, as of now 
well over $100 million in Argentina. 

Some of our oil companies have taken a tremendous interest in 
Argentina. If it had not been for the early original $100 million 
loan from the Export-Import Bank, some of this would not have 
taken place. 

Now I cannot say that all would not have taken place, but some 
would have not taken place. 

Now that is an example where it’s for the benefit of our own inter- 
ests that we depend upon having a facility of this kind. 
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Every time you make a loan for development it has an impact 
on the trade of the United States. For our own purposes it is well 
that we have adequate finance available when it suits our purpose. 

Senator Lauscne. Then you ie not concur with those who have 
recommended that we abandon the bilateral approach and give all 
of our aid through multilateral institutions? 

Mr. Branp. No, sir, I do not. 

Senator Lauscur. You feel that under certain circumstances the 
multilateral approach has its advantages but that there are also ad- 

vantages in the bilateral approach which we cannot give up at this 
jin. 

Mr. Branp. That is correct. I think myself that we have an 
increasingly substantial reason to favor multilateral approach—so 
that other countries will be more interested in assisting these under- 
developed countries. We should go on encouraging this and in the 
best way to do that is through these agencies. They contribute some 
of their money as well as their good will. 

The CuHarrmMan. Have you made any loans to Mexico? 

Mr. Branp. No, sir. 

The Cratmman. Are they in an economic position to borrow? 

Mr. Branp. They are, but I rather think that they are a little 
too good for us, they just borrowed $100 million from one of our 
great insurance companies here. 

The Cuatrman. They are too good ? 

Mr. Branp. They are too good. A lot of countries are too good 
for us. 

SAIGON WATER SUPPLY PROJECT 


The Cuarrman. Are you financing a water system for Saigon ? 

Mr. Branp. Yes, sir. 

The Cuarrman. A water engineer from the rice area in Arkansas 
came to see me about that project. Are you familiar with the project / 

Mr. Branp. Yes, sir. 

The Cuamman. He maintains a great mistake is about to be made 
there by bringing in surface water rather than well water. 

Mr. Branp. Yes, sir. 

The Cuarrman. Have you resolved the question ? 

Mr. Branp. No. We took this position. We made the original 
loan on the basis of one way of doing it. We have not made a judg- 
ment as to whether they are right or wrong. 

The company whic h he then represented, which is active over 
there—and they may be entirely right—they sponsored the one 
method, and we made the loan on ‘the basis of taking the water from 
the river. Now what we have done is asked the Vietnamese to select 
an engineer who has no connection one way or other and no associa- 
tion with any company, who has certain ideas in the matter, to go out 
and appraise the situation. 

In order to do that, the Vietnamese agreed to have a panel of engi- 
neers picked who were experts on this subject. There were 4 engineer- 
ing firms picked and submitted to the Vietnamese and they picked 
one. 

That was about 2 weeks ago. They asked this engineering firm to 
make the proposition to them. That firm has been studying the en- 
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gineering reports and has now I understand in the last day or two 
made a proposition and is sending a representative to Saigon to de- 
termine the matter. 

The Cuarrman. I don’t know which is the right method, but since 
the controversy had arisen, the least you should do is to be as certain 
as possible that no mistake is made. 

Mr. Branp. We are following your admonition, sir. 

The CuHarrmMan. Good. 


RATE OF REPAYMENTS ON LOANS 


Senator Arken. Mr. Senator, I notice that, although the DLF has 
been in business only a couple of years, you have already repayments 
of something over $17 million in dollars and native currency. How 
short a time does DLF make a loan for? What is the reason for the 
almost immediate repayment of $17 million on these loans? 

Mr. Branp. The longest period that we have made a loan for, Sena- 
tor, is 35 years, and the shortest period is 3 years. The average of 
mean is about 15 years. Now we require according to the situation 
existing on each loan that payments start at a certain period. 

Senator ArkEN. This is amortization. 

Mr. Branp. Yes, amortization, and there is a waiting period. But 
most of this has consisted in our early stages of local currency repay- 
ment and interest. About $8 million equiv valent in local currency and 
at about $1 million in dollars. That is a pretty normal pattern that 
will increase as time goes on, because generally speaking we do give a 
waiting period. 

Senator ArkeN. I read your estimates for next year. I noticed 
that the actual collection is almost $9 million up to now. 

Mr. Branp. Yes. 


POSSIBILITY OF DEFAULTS 


Senator Aiken. Have you had any indication of defaults over the 
period? Have any of the borrowers already shown that they are not 
even good risks for repayment in their own currency ? 

Mr. Branp. We have had no indication like th: at, Senator. It has 
been my experience in the Export-Import Bank that in 5 years we 
made loans of over $5 billion. For the full 25 years in the history of 
the Export-Import Bank we had losses of less than $3 million charged 
off on the records of the Bank, which indicates there won’t be sub- 
stantial defaults. 

Senator ArkeN. You say the desire to repay these soft loans is as 
good as the desire to repay the hard loans? 

Mr. Branp. Yes, and I have had many countries, representatives of 
many countries, say that they like this idea of lending rather than 
grants. They think that it gives them a stature that they like. 

Senator Alken. I think the American people like the idea better 
too. It makes more sense, It makes better friends. That is all. 


LOANS TO YUGOSLAVIA 


The Cuatrman. Has the cancellation or the suspension of the credit 
of $300 million that the Russians had offered Yugoslavia ever been 
reinstated ? 

53356—60-——27 
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Mr. Branp. I do not know. 

The CuatrMan. I notice you have several loans to Yugoslavia. 

Mr. Branp. I will have to give you the answer. We hhave not made 
a Yugoslav loan since I have been managing director. 

The Cuarrman. These were all made before you took over? 

Mr. Branp. Yes, sir. We have some under consideration at this 
time. We will certainly look into the matter you are suggesting. 

The Cuatrman. You remember Russia extended a credit and then 
they withdrew it. I just wondered what had developed. I thought 
maybe Yugoslavia had then turned to you for more loans than they 
normally would. 

Mr. Branp. My associate Mr. Gordon says so far as he knows they 
have not reinstated it. 

The Cuatrman. I notice two of the loans are repayable, three- 
quarters in dinars, and one quarter in U.S. dollars. 

Mr. Branp. Yes, we have a little flexibility here and there on that. 

The CuarrMan. That is a good idea. Do you have anything fur- 
ther you would like to add to your statement ? 

Your main problem is not this committee. It is the Appropriations 
Committee this year. You already have your authorization. 


EARMARKING OF LOANS 


Mr. Branp. There is one matter, that I would like to refer to, and 
that is that there has been some criticism of a technique used by the 
Development Loan Fund on rather rare occasions of giving a line of 
credit, or some people refer to it, an earmark oracommitment. There 
is some thought of the possibility of an amendment to the Mutual Se- 
curity Act prohibiting the Development Loan Fund from further en- 
gagement in this type of technique. I did want to mention that while 
the DLF has not made an earmark or an advance commitment on a 
line of credit in over a year, that there will be times in the future 
that this is a very necessary technique to fall back on in order to 
support the foreign policy objectives of the United States. 

In addition, it is a tremendously advantageous technique to be used 
in instances where we, as Senator Lausche has referred to and you 
have Mr. Chairman, and other members of the committee, desire to 
encourage other countries to engage along with us in the support of 
the economic processes of a country. In addition I might say, to get 
the country in question to do some of the things that are necessary to 
its economic growth, like changing its policies in connection with 
taxes and other economic or financial policies that would lead to the 
establishment of a sounder economy in the country. 

All these things would be lost if at times we had not been able to 
resort to this type of a technique. As I said, we have only used it on 
several occasions. 


CASES WHERE EARMARKING IS USEFUL 


The Cuarrman. Would you give one good example of its usefulness 
for the record ¢ 

Mr. Branp. In the India situation about 2 years ago India found 
itself in this plight. The second 5-year plan was well underway, and 
about halfway through, they ran dry of the necessary money for 
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foreign exchange purposes. Their industrial activity in the country 
was dwindling to a slow halt. The nations of the world, I am speak- 
ing of the friendly nations that had the capacity to come to the 
assistance of India, such as Germany as an example and Great Britain, 
in Western IE Surope joined with the United States in an overall pro- 
gram under the leadership of the World Bank. 

We investigated jointly the needs. Growing out of that were loans, 
of about $350 million, of which the DLF took a part. That is an 
example. 

The first loan was $75 million on the part of the DLF. 

The Cuarrman. Why was this commitment necessary ? 

Mr. Branp. In order for the other governments and India to agree 
on what they might expect in the future, whether to keep up ‘this 
program, this dynamic approach that India was making or whether 
to give up. They had to know what they might rely ¢ on from the 
various countries. 

The Cuatrman. Was this commitment made without a specific 
project submitted at the time? 

Mr. Branp. At the time we had many projects before us, and it 
was made conditional of course upon our investigation of and ap- 
proval of various projects or programs. 

The CHatrMan. Did you extend a commitment before you had 
approved a specific project ? 

Mr. Branp. Yes, sir. 

The Ciamman. You do not wish to have that authority removed ? 

Mr. Branp. That is correct. 

Senator Lauscue. Does it operate as an inducement to get other 
countries to participate ? 

Mr. Branp. That is true. 

Senator Lauscnr. You say, in effect, “We are ready to put up so 
much money for this general dev elopment provided other countries 
participate” ? 

Mr. Branp. That is one way it is used. 

The CuatmrMan. Some persons think that the DLF should be re- 
stricted to making a commitment only after a specific project has 
been approved. 

Senator Lauscue. But you make the commitment with conditions 
attached ¢ 

Mr. Brann. Oh, absolutely. 

Senator Lauscur. The commitment is not firm until those condi- 
tions have been complied with ? 

Mr. Branp. That is correct. 

The CuarrMan. The other view is that there is to be no commitment 
at all until the conditions have been complied with first. Is that right? 

Mr. Brann. Yes, under section 517 of the Mutual Security Act the 
engineering has to be approved, under Section 103 of the Appropria- 
tions Act the cost-benefit ratios have to be previously determined. 
And I think it has another tremendous advantage at times. 

Senator Lauscner. If you can’t make any commitment until the 
conditions which you intended to impose are met, then you will lose 
the inducement that leads other countries to participate. 
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OTHER ADVANTAGES OF EARMARKING 


Mr. Branv. We feel so. Now this other advantage I did want. to 
point to just very briefly is that a country will approach us and they 
have various different proposals to submit to us. Sometimes the 
aggregate is quite large. If they were to reduce them to the technical 
position of having all the engineering ready for submission to us, 
the benefit-cost ratios and things of that nature prepared in connec- 
tion with irrigation programs, if they reduced all their proposals to 
that, it would cost the countries in some instances many, many millions 
of dollars. However, the situation might be that we know before 
they do it that we are not in position to consider that amount at that 
time. We say to them, “We are sorry, but we cannot handle that 
many projects. We would rather take it one at a time. However, 
we might be able in the next few months to look at three or four 
projects aggregating $20 or $25 million” as an example, where they 
may have $100 million that they wanted to submit. 

Now I think it would be wrong to tell that country to go out and 
do all that engineering and get all these different matters that section 
517 and section 103 require, and then submit it to us when we knew 
offhand that we could not handle it. 

Senator Lauscue. Have any serious complications arisen as a re- 
sult of commitments made in advance ? 

Mr. Branp. In our opinion we have not had any complications 
from this. 

Senator Lauscue. What are the reasons of the proponents of the 
proposition that there should be no conditional commitments made ? 

Mr. Branp. Well, I believe that those that make that suggestion 
are guided by their belief that the DLF was conceived by the Con- 
gress so that it would not make a loan except on the basis of a project 
which had been found to be technically feasible and economically 
feasible. We say never make a loan until that happens. Sometimes 
it is necessary, in order to get all the things that we desire to achieve 
in our foreign policy objectives to make a line of credit. I think 
it is just like when I was running a small bank in Ohio, and a man 
would come in to me and say “I need $10,000,” and I would say 
“What for” and he would give me a general idea. 

Then I would say “Well, I will give you a line of credit for a ye 
for your use in this, but IT want to approve each thing that you do.” 

Now that is about the same amount. 

Senator Lavuscue. That is all. 

The Cuatrman. Thank you very much, Mr. Brand. TI think that 
is all. 

OTHER PROGRAMS 


There are several aspects of the Mutual Security Program that have 
not yet been examined—such things as the malaria program. 

If you agree and if there is no Gdjection the statements on these 
programs will be inserted in the record. If there is any question 
about them when we come to marking up the bill, we can call witnesses 
on specific programs. 
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(The statements referred to are as follows:) 


STATEMENT OF THE ASSISTANT SECRETARY OF STATE FOR INTERNATIONAL 
ORGANIZATION AFFAIRS 


On U.N. Expanded Technical Assistance Program and Special Fund, United 
Nations Children’s Fund, United Nations Emergency Force, Food and Agricul- 
ture Organization Ceiling Legislation, and South Pacific Commission Ceiling 
Legislation. 


U.N. ExPANDED TECHNICAL ASSISTANCE PROGRAM AND SPECIAL FUND 


The authorization of $33 million, from Fiscal Year 1961 funds is requested 
to cover the U.S. contribution to the U.N. Expanded Technical Assistance Pro- 
gram and the U.N. Special Fund for calendar year 1961. 

I firmly believe that both these programs deserve our continuing strong sup- 
port. As you know, the basic foreign policy objectives of the United States in- 
clude: (a) assistance to the economic development of less-developed countries 
through sharing our technical know-how; and (0b) strengthening the United 
Nations as an instrumentality for world peace. In our view, these two pro- 
grams help accomplish both these objectives. 

The United States—and that term certainly includes the Congress—has 
supported the concept of technical assistance as an instrument of foreign policy 
for a good many years. In fact we pioneered in this field, and I think the record 
shows that our confidence has not been misplaced. Let us take a brief look at 
the two programs being considered here. 


THE PROGRAMS 


The U.N. Expanded Technical Assistance Program is now 10 years old. Dur- 
ing that time it has amply demonstrated its ability to provide technical assist- 
ance for the economic development of underdeveloped countries in an effective 
and economical manner. Some 8,000 experts have worked in the less-developed 
countries and over 14,000 fellowships have been awarded to nationals of these 
countries. The entire concept of the program is to help these countries help 
themselves to greater production and higher levels of living. 

The program is carefully coordinated among nine international organizations 
and with our own bilateral programs. It provides assistance and experts in the 
fields of agriculture, public health, education, community development, indus- 
trial production, public administration, labor productivity, and civil aviation. 
The program approved for 1960 will involve assistance to 104 countries and 
territories and will include the provision of about 1,600 experts and some 2,000 
fellowships for training abroad. It is financed by voluntary contributions from 
some 8O governments to a central fund which has been operating at a level 
of about $30 million annually. 

The Special Fund is a direct result of U.S. initiative at the 12th General 
Assembly in 1957. It began operations in January 1959. 

The Special Fund like the Expanded Technical Assistance Program undertakes 
technical assistance projects basic to further economic progress in the less- 
developed areas. These projects differ from those of the Expanded Technical 
Assistance Program in providing greater concentration in depth on surveys, 
research and training projects necessary for economic development. The fund 
is not an international capital development fund, but rather finances preinvest- 
ment projects. Surveys of water, mineral, soil, and power resources and the 
setting up of technological training centers are typical projects the fund will 
make possible. A combined goal of $100 million has been set for the Special 
Fund and the expanded program. 


VALUE OF PROGRAMS TO UNITED STATES 


I said earlier that these programs are very much in the foreign policy interests 
of the United States. Let me be more specific. 

1. The Expanded Technical Assistance Program is materially contributing to 
the political stability of the new nations and the underdeveloped areas generally 
by advancing their economic development. 

2. The United States has found multilateral assistance to be an advantageous 
complement to our own bilateral programs. Sharing costs with 80 other coun- 
tries is much more economical than bearing the entire burden alone. 
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3. Utilization of the growing U.N. pool of manpower and training resources 
helps speed up economic development—which is our basic goal. Moreover, our 
own supply of experts is quite inadequate to meet all the needs of the under 
developed areas. 

4, The programs appeal to the newer nations because they are international 
in character. Many of these countries are sensitive to accepting aid on a bilateral 
basis from a single great power. In addition, international experts sometimes 
are more acceptable in fields which may be sensitive domestically. 

5. The United States is generally recognized as the principal contributor to 
both ETAP and the Special Fund. This has served through the years as a visible 
and impressive sign of U.S. leadership and integrity of purpose. 


U.S. CONTRIBUTION 


Now just a word about our contribution. It is proposed that the U.S. delega- 
tion to the pledging conference—which will be held during the 15th General 
Assembly—be authorized to offer $40 million for the two programs for calendar 
year 1961, provided that the total U.S. contributions do not exceed 40 percent 
of the total contributions by all governments. 

Last year, the U.S. Delegate, Hon. James G. Fulton of Pennsylvania, pledged 
$40 million for calendar year 1960, also subject to the 40 percent limitation. We 
estimate that total contributions from other governments will require us to 
make a contribution of about $30 million out of the $40 million pledged. 

For calendar year 1961—in fulfillment of the pledge here proposed—we esti- 
mate that our contribution will be about $33 million. This is an increase of $3 
million over 1960. It is based on our expectation that other governments will 
continue to increase somewhat the amounts of their pledges. Therefore, the 
appropriation of $33 million is requested for this purpose for fiscal year 1961, 
Should additional funds above $33 million be required to match contributions 
from other governments, such funds would be secured from other Mutual 
Security Program funds. 

CONCLUSION 


In view of the U.S. initiative in the establishment of the Special Fund and of 
our leadership in supporting ETAP throughout the years, I consider it essential 
that we be in a position to indicate our willingness to contribute to these two 
programs as I have outlined. 

The Department of State therefore urges your favorable consideration of this 
request which, we are convinced, is clearly in the national interests of the 
United States. 

UNITED NATIONS CHILDREN’S FUND 


The administration is requesting $12 million to contribute to the 1961 calendar 
year program of the United Nations Children’s Fund (UNICEF). This is the 
Same amount that was authorized and appropriated for 1960. 

UNICEF was established by the United Nations General Assembly in 1946 to 
meet emergency needs of children in Europe following World War II, Since 
1950 it has been assisting health, nutrition, and welfare programs in under- 
developed areas throughout the world. In 1959 more than 55 million children 
and mothers benefited from the principal health and nutrition programs assisted 
by UNICEF. Other millions benefited from services provided at maternal and 
child welfare centers equipped with UNICEF help. 


CONTRIBUTIONS TO UNICEF 


Governments contribute to UNICEF on a voluntary basis and their contribu- 
tions have been increasing at an encouraging rate from year to year. In 1954 
contributions of $13.6 million were made by 60 governments. In 1959 there were 
87 contributing governments whose contributions and pledges totalled $22 
million. 

The United States played a large role in establishing UNICEF and has always 
supported it generously. However, as contributions from other governments 
have increased, we have decreased the percentage of our contribution. In 1952 
the U.S. contribution was 72 percent of total government contributions. This 
percentage has been gradually decreased over the years, and our pledge of $12 
million for the 1960 UNICEF program has been made at a rate of 48 percent. 
I feel that this has been a very favorable development as it indicates increasingly 
broad support for the work of UNICEF. 
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As I indicated during my testimony on behalf of the 1960 program there is 
evidence that future contributions to UNICEF may not continue to increase at 
the same rate as they have heretofore. I stated then that we would evaluate 
developments in this connection carefully during 1960 since it might be necessary 
for us to call a temporary halt to the annual reduction in the percentage of our 
contributions, or let the total amount for UNICEF decline. It is too early to 
know how much other governments will contribute to UNICEF in 1960 and 1961. 
I do know that UNICEF is making vigorous efforts to stimulate added contribu- 
tions and the percentage limitation on the United States contribution has proved 
helpful in encouraging these efforts. It remains our hope that we may be able 
to make some further adjustment downward in our percentage contribution to 
UNICEF next vear if that can be done without harm to the program. 

As you know, governments assisted by UNICEF make their own local contribu- 
tions to UNICEF assisted programs. Thus, in 1959, assisted governments made 
commitments of over $70 million in the form of services of local personnel, trans- 
portation, and locally available supplies, equipment and facilities. This repre- 
sents about $2.50 for each dollar allocated by UNICEF during the year and 
indicates the high degee of importance which these governments attach to the 
UNICEF program. 


COORDINATION WITH OTHER U.N. PROGRAMS 


UNICEF has a close working relationship with the World Health Organization 
(WHO), the Food and Agriculture Organization (FAO) and the United Nations 
Bureau of Social Affairs. Only when one of these organizations has given 
technical approval to proposed programs are they presented to the UNICEF 
Executive Board for consideration. These organizatious provide the technical 
knowledge requested by assisted governments in planning and carrying out their 
programs. UNICEF provides material assistance such as: basic medical equip- 
ment, insecticides, vaccines, antibiotics, powdered milk, and equipment for local 
dairies and food processing industries. 


ASSISTANCE PROVIDED BY UNICEF 


I wish to emphasize the point that UNICEF helps governments to develop and 
expand their own programs which they will later be able to carry on without 
external assistance. While there are 104 countries and territories in which 
UNICEF is currently assisting one or more projects, there are 22 previously 
assisted countries that are now continuing projects without UNICEF aid. 

I know that members of this committee appreciate the importance of this pro- 
gram and the good that it accomplishes. There are about 1 billion children in 
the world and three quarters of them live in economically underdeveloped areas 
where the income per person averages less than $100 a year. Many of these 
children, unless they receive help, face very short lives crowded with sickness 
and hunger. Fortunately, the previously fatalistie attitudes in some of these 
countries toward poverty and disease are being supplanted by new hopes and 
efforts. This, along with an increasing international conscience and awareness 
of the importance of sharing skills and materials, means that more people will 
be enabled to enjoy lives of health, productivity, and happiness. UNICEF is 
plaving a significant role in this development, one which I sincerely feel war- 
rants our continued leadership and generous support. 


UNITED NATIONS EMERGENCY Force 


You are familiar with the role of the United Nations Emergency Force, com- 
monly called UNEF. I appear before you today to present a request for the 
authorization of mutual security funds to enable the United States to make a 
voluntary contribution to the support of this force for calendar year 1960. 

This force is unique in history. It is a truly international force, drawn from 
seven member states of the United Nations. Its national contingents represent 
none of the “great powers,” and they come from every quarter of the globe. 
It is responsible to the General Assembly of the United Nations, which estab- 
lished it in November 1956 by a resolution passed without a dissenting voice. 


ORIGINS OF THE FORCE 


We all recall those precarious days of the Suez crisis in 1956, when world 
peace seemed to hang in the balance. 
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The United Nations was remarkably successful in obtaining a ceasefire. In 
order to assure the speedy withdrawal of foreign troops, and to enforce a 
scrupulous observance of the armistice agreement between Israel and Egypt, the 
United Nations Emergency Force was created. 

It originally consisted of about 6,000 officers and men contributed by ten 
nations: Norway, Sweden, Denmark, Canada, Colombia, Brazil, Finland, Yugo- 
slavia, India, and Indonesia. 

Three countries—Colombia, Finland and Indonesia—have withdrawn, leaving 
a force of approximately 5,000 officers and men. You will notice, however, that 
every region of the world is still represented in this emergency force. I might 
add that the three governments which withdrew their troops did so primarily 
for financial reasons. 

The United Nations Emergency Force is one of the great achievements of the 
United Nations. It demonstrated the Organization’s ability to move swiftly and 
effectively in the face of an immediate and ominous crisis, whose potentialities 
for disaster were all too evident. UNEF was a realistic and imaginative response 
to a critical situation. I think that is why even the Soviets did not raise serious 
objections to its establishment. 

So much for the origins of this force. Where is it now, what does it do, what 
has it accomplished, and what is the United States’ interest in it? 

Let me speak briefly to each of these points. 


TASK AND ACCOMPLISHMENTS OF THE FORCE 


Units of the force are now stationed in the so-called Gaza Strip, along about 
140 miles of Egyptian-Israeli border, and at the mouth of the Gulf of Aqaba. 
These areas are patrolled by the force around the clock—by foot, jeep and heli- 
copter—to prevent or to investigate incidents in this region. Before Novem- 
ber 1956, such incidents were a daily occurrence, and there was constant danger 
of a renewal of hostilities because of raids and counter-raids. 

In very large measure, the peace and relative order that this disputed and 
troubled region has enjoyed since November 1956 are due to the presence of 
UNEF. During its period of operation, the danger of hostilities has been ap- 
preciably reduced. I cite the fact that during its entire period of operation, 
there has been only one serious incident. This took place in July 1957, when a 
raiding party attempted to cross the border illegally and was intercepted by a 
UNEF patrol. 

The interest of the United States in UNEF is a very direct one. In helping 
preserve peace and stability in this critical region, UNEF has supported United 
States interests and objectives. 

Assistance from the United States, beyond the funds obtained by assessments 
on all U.N. members, is essential to keep the force in being. 


FINANCING THE FORCE 


Let me briefly review the financing of UNEF to date. 

Total costs for UNEF during its first year (1957) were $30 million; during 
1958 they were $25 million: during 1959, $19 million. For calendar year 1960 
a sum of $20 million has been authorized by the General Assembly. 

UNEF is a collective responsibility of all U.N. members, who are assessed for 
its upkeep on the percentage scale of assessments to the regular U.N. budget. De- 
spite the general decrease in the costs of UNEF, the sums involved represent a 
large additional burden to an organization whose regular annual budget is about 
$60 million. To the smaller members this additional burden is particularly 
onerous. Moreover, the importance of maintaining this force, many thousands 
of miles from their own borders, is not always as compelling to small member 
states of the U.N. as it must be to us who are especially concerned with the 
preservation of peace in this area. It must also be borne in mind that the coun- 
tries furnishing troops have incurred heavy costs, some of which are not 
reimbursable. 

In the light of these facts, of United States interest in maintaining a success- 
ful UNEF, and in maintaining stability in the area, we have in the past offered 
voluntary assistance to UNEF beyond our regular assessed share. The effect of 
this voluntary assistance has been to reduce the amount to be assessed to the 
point where a majority of U.N. members have been able to contribute. 

The 14th General Assembly adopted a resolution designed to lessen the burden 
on those least able to pay and thus broaden support for UNEF. The resolution 
calls for the application of the voluntary contributions of the United States and 
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the United Kingdom—a total of about $314 million—to reduce by 50 percent the 
contributions of as many Governments as possible, commencing with those 
Governments assessed at the minimum percentage of 0.04 percent and then in- 
cluding in order, those Governments assessed at the next highest percentages 
until the total amount of voluntary contributions has been fully applied. 


CONCLUSION 


I assure you, gentlemen, that much hard, earnest thought is being given to 
ways and means of reducing the costs of UNEF. I might go a step further and 
say that we do not regard UNEF as a continuing responsibility. But unless and 
until peace is more secure in this area, we must, in our own interest, assure its 
continued presence there. 

The Secretary General, on the military advice of Lt. Gen. Burns, until recently 
the commander of the Force, has said in unequivocal terms that it is absolutely 
essential to maintain the Force at its present level if stability in the area is to 
be preserved. The United Nations—with the exception of the Soviet bloc 
unanimously accepted the considered judgment of Mr. Hammarskjold and his 
military commander in this matter. If the Force is to be maintained at its 
present level, additional assistance from the United States is essential. 

In line with its previous policy, the United States, at the 14th General Assem- 
bly of the United Nations, offered a voluntary contribution of $3.2 million to 
UNEF, subject to the appropriation of funds by Congress. This amount, when 
added to the U.S. assessment of $6,497,064, would mean that our total contribu- 
tion to UNEF for calendar year 1960 would be $9,697,064. It would mean that 
U.S. support of the authorized UNEF expenses of $20 million would be at a 
level of about 48 percent. 

Mr. Chairman, and members of the committee, I urge your favorable considera- 
tion of this request, which I firmly believe is in the interests of the United States 
and of international peace and security. 


Foop AND AGRICULTURE ORGANIZATION CEILING LEGISLATION 


Section 603 of the draft bill before you would remove the dollar ceiling on the 
U.S. Government’s assessed contribution to the annual budget of the Food and 
Agriculture Organization (FAQ). 

At the present time, the U.S. Government's contribution to the Food and 
Agriculture Organization is limited by statute to $3 million per annum (Public 
Law 174, 79th Cong... as amended). 

As you know, the FAO operates on a biennial budget. For 1960 and 1961 the 
FAO budget approved by the FAO General Conference in November 1959 brings 
the U.S. Government’s contribution within $790 of the present dollar limitation. 
Therefore the anticipated mandatory increases for the FAO budget for 1962 and 
1963 even without any increase in the program will bring the assessed contribu- 
tion of the U.S. Government in excess of the present limitation. Unless the 
limitation is removed this would cause the U.S. Government to become delinquent 
in its contributions to the Organization. Failure of the U.S. Government to 
pay its assessed contributions to an international organization raises questions 
about the intent and good will of the United States and gives rise to undesirable 
reactions on the part of other member governments. Friendly governments feel 
that the United States is not seriously supporting the organization and its pur- 
poses. Unfriendly governments point out that the United Sates appears to have 
little interest in the problems of underdeveloped countries. 

The dollar ceiling on the U.S. contributions imposes rigidity on the U.S. 
Government's negotiating position. Any reduction in expenditure that is recom- 
mended by the U.S. delegation, no matter how justified, comes to be regarded 
as an effort to meet the ceiling limitation rather than as an effort to economize. 

Inasmuch as the FAO Conference meets only once every 2 years the ques- 
tion of the size of the FAO budget will not again formally arise until the next 
Conference which is scheduled for November 1961. The preparation of the 
budget presentation for that Conference, however, is already under way and 
for this reason it would be desirnble if the Director General of FAO can be 
advised as soon as possible whether or not the United States will be able to 
support the required increases in his next budget presentation. 

The U.S. Government has played an important role in the FAO Organization 
and this Organization will be playing an increasingly large part in aiding under- 
developed countries, particularly the newly independent states. Although these 
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multilateral programs of FAO are smali in comparison with similar bilateral 
programs carried out by the U.S. Government in underdeveloped countries, I 
should like to stress the fact that the FAO program is important to these un- 
derdeveloped countries and even has certain advantages over the bilateral 
ones. 

The existing ceiling on U.S. contributions to the FAO restricts participation 
in that Organization which both the Department of State and the Department 
of Agriculture, which has primary substantive responsibility for FAO, believe 
we should maintain. The executive branch shares fully the desire of the Con- 
gress to insure that all international organizations in which we participate 
operate economically and that the United States not be required to pay an undue 
share of the cost of these organizations. As the committee is aware, the U.S. 
delegations at international meetings have always insisted on economy and 
sound financial practices. Nevertheless, in so important a field as the develop- 
ment of agricultural production in underdeveloped countries, a logical and 
systematic expansion in the program of the Food and Agriculture Organization 
cannot be regarded as inconsistent with the practice of economy. While there 
has been an increased level of expenditures in FAO, these have not been rapid 
or great. On the contrary, most of the increases have been carefully weighed in 
advance and reflect a natural and desirable growth of programs and accomplish- 
ment that have proved to be sound and productive. 

I therefore hope that this committee will give favorable consideration to this 
request for removal of the dollar ceiling on the amount authorized to be ap- 
propriated anually for our contribution to the FAO. 


SoutH PAcIFIC COMMISSION CEILING LEGISLATION 


Finally section 604 of the draft bill would delete the monetary statutory ceil- 
ing on the U.S. annual contribution to the South Pacific Commission. This ceil- 
ing today is $75,000. I would like to give you in the next few minutes some- 
thing of the history and work of this Commission and the reasons for the 
request. 

PURPOSE OF THE COMMISSION 


The South Pacific Commission is an international organization established in 
1948 by the Governments of Australia, France, the Netherlands, New Zealand, 
the United Kingdom and the United States. Its secretariat consists of 62 
technical, administrative, and clerical employees and is located at Noumea, New 
Caledonia. 

The purpose of the South Pacific Commission is to promote the health, eco- 
nomic development, and social progress of the inhabitants of the 17 dependent 
territories in the South Pacific region, among which are American Samoa, 
Guam, and the Trust Territory of the Pacific Islands. 

Let me remind you briefly of some of the problems which have concerned the 
Commission. In recent years, the Commission has completed a much needed and 
comprehensive survey of the problems and necessary steps involved in achieving 
a desirable level of health education in the region. Health education programs 
have been drawn up for eight of the territories. Refresher courses have been 
conducted for health teachers. 

Similarly, the Commission has made basic surveys of filariasis and elephanti- 
asis, two debilitating diseases prevalent in the Polynesian territories and ap- 
propriate control programs have been devised and are now in operation in four 
areas. Attention is also being devoted to the control and to the possible elimina- 
tion of tuberculosis. 

The South Pacific Commission contributes considerably to the development 
of a more abundant and more diversified food supply in the region. Recently, 
its efforts have been focused on achieving a better utilization of marine and 
inland water resources through the introduction and exchange of edible fish 
species. Islanders are also being trained to use modern equipment and fishing 
techniques. 

In addition, the Commission has been continuing its very useful program of 
plant collection and introduction; 250 species and varieties of plants having 
economic value have been distributed to territories through a Commission- 
sponsored plant and quarantine station. Not only do these new plants increase 
and diversify the food supply but they also provide more export crops which 
earn foreign exchange needed to develop the region further. The Commission 
is continuing its urgent work on the problem of controlling the coconut rhino- 
cerous beetle which is a serious menace to the region’s most important crop. 
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The efforts of the South Pacific Commission to further the social progress of 
the region are centered on increasing the literacy and fundamental knowledge 
of the islanders and in making reading materials more readily available and in 
greater quantity. For example, the Commission’s South Pacific Literature 
Bureau produces numerous useful books, visual aids to education. It also ad- 
ministers a film and filmstrip service and provides mobile libraries which have 
proven very useful. 

Finally, the South Pacific Commission disseminates valuable information of 
health, economic, and social significance throughout the region. In addition to 
many technical reports, it publishes the Quarterly Bulletin and the South Pacific 
News monthly. Its information service answered over 3,000 requests for in- 
formation on special subjects during the past 2 years. 


BUDGETARY NEEDS 


The South Pacific Commission has demonstrated it is capable of contributing 
to the solution of major problems in the region. The Department of State be- 
lieves the needs of the region for continued and intensified action with respect 
to problems like those referred to above, require that the Commission’s budget, 
which amounted to some $560,000 for calendar year 1960, be increased some- 
what. Moreover, there are indications that other participating governments 
likewise believe that the Commission’s budget should be increased to permit it 
to intensify its activities. 

However, the budget of the South Pacific Commission cannot be appreciably 
increased without resulting in assessments on participating governments which 
would push our contribution beyond the present statutory limitation of $75,000 
which has existed since 1950. If enacted into law, the amendment which I am 
supporting would enable the United States to support well-planned increases in 
the Commission’s budget for the next several years and at the same time to bear 
its share of the apportioned expenses, which in the past has amounted to 12.5 
percent of the total. 

At relatively small additional cost, it would be possible to strengthen the 
Commission’s modest but important programs which directly affect the lives 
of Pacific Island peoples for whose welfare and progress the participating gov- 
ernments in the South Pacific Commission are responsible. Moreover, the will- 
ingness of the United States to increase its financial support of the Commission 
would constitute further evidence of our continuing concern for the welfare and 
aspirations of dependent peoples. 


MIGRANTS, REFUGEES, AND ESCAPEES 


Statement to the Senate Foreign Relations Committee by the Department of 
State in support of the Mutual Security Program for fiscal year 1961 


This statement constitutes a report on the current status of refugee and mi- 
gration problems of concern to the United States, a report on the normal pro- 
grams conducted on behalf of refugees and migrants and a report on the 
supplementary efforts stimulated by the World Refugee Year established under 
the auspices of the United Nations. The three regular programs supported by 
U.S. Government appropriations are the U.S. escapee program, a unilateral 
effort, the United Nations High Commissioner for Refugees and the Inter- 
governmental Committee for European Migration, an international organization 
not affiliated with the United Nations. Each program deals with a specific 
aspect of the total problem coordinated at all levels of activity with the others 
and with concerted effort to avoid overlap or duplication of effort. 

The total amount requested for appropriation for the three agencies for fiscal 
year 1961 of $15 million is $3,500,000 less than the total appropriated for fiscal 
year 1960. The fiscal year 1961 request includes $3,500,000 for the escapee 
program, $10 million for the Intergovernmental Committee for European Mi- 
gration and $1,500,000 for the United Nations High Commissioner for Refugees. 

The gains achieved during the current fiscal year in aiding refugees has per- 
mitted the reductions reflected in the requests for fiscal year 1961. Nevertheless, 
the problems of unsettled refugees remain and call for continuing effort in 
fiscal year 1961 and will remain as long as conditions of oppression continue; 
conditions which of themselves create refugees. 
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THE UNITED STATES ESCAPEE PROGRAM 


USEP, an entirely unilateral program, was begun in 1952 for the purpose of 
demonstrating continued U.S. leadership in assisting escapees from Communist 
or Communist-dominated countries. To demonstrate that the free world is con- 
cerned for them and to demonstrate this through practical means of care and 
maintenance and resettlement assistance has been the prime motive of USEP. 
Through these years, over 461,765 people have received assistance. Many 
dramatic cases involving high psychological and intelligence interests have been 
included with the flow of escapees. This has produced added benefits for the 
free world. The requested appropriation of $3.5 million for fiscal year 1961 of 
which $1 million will be used in the Far East program concentrated in Hong 
Kong compares to $5.2 million for 1960 and $8.6 million for 1959. 

This decrease is in line with the decreased caseload and reflects our continu- 
ous efforts to secure increasing support for the escapees by the governments 
granting asylum. It is gratifying to be able to report that the problem in 
Western Europe is becoming manageable and may be handled soon on a current 
basis. Nevertheless, U.S. interests are still vital and it may be expected that 
U.S. unilateral assistance will be required as long as human beings escape from 
Communist oppression and tyranny. 


THE INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The Intergovernmental Committee for European Migration with a present 
membership of 29 governments moves refugees and migrants out of overcrowded 
countries in Europe to immigration countries overseas. Based on actual experi- 
ence in 1959 and current experience in 1960, it is anticipated that some 105,000 
persons will be moved in 1961, of whom 35,000 will be refugees of various 
categories. The request for appropriation for contribution to ICEM is for $10 
million, a reduction of slightly over $2 million from 1960. Approximately 
$920,000 will be for administration and the balance of just over $9 million 
for operations. Every effort is constantly being made to reduce the propor- 
tion of the U.S. contribution to ICEM by securing larger contributions from 
other governments. 

As an outgrowth of these efforts, during a recent meeting in Geneva other 
member governments pledged almost $1 million in increased contributions for 
1960. The U.S. special contribution consequently was not needed for transport 
costs and was directed toward services designed to stimulate more qualitative 
migration. 


THE UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


The United Nations High Commissioner for Refugees concentrates his efforts 
on resettling and integrating in the European countries those refugees who can- 
not qualify for migration overseas, including the aged and physically handi 
capped. The High Commissioner will also continue assistance to some 250,000 
Algerian refugees presently in Tunisia and Morocco and to refugees arriving 
in Europe from economic and political pressures in the Near East. Special 
efforts are being made in 1960 to close some 43 camps housing 22,000 refugees. 
In 1961 the High Commissioner will apply his resources to the rehabilitation 
of some of the 110,000 refugees living in substandard conditions out of camps 
in Austria, Germany, Italy, and Greece; $800,000 is requested for appropriation 
for contribution to the regular program of the Office of the High Commissioner 
in 1961. This compares with the $1,100,000 appropriated in fiscal year 1960. 

In addition, as contributions to UNHCR special programs, $600,000 is  re- 
quested for assistance to Algerian refugees now residing in Tunisia and Morocco 
and $100,000 is requested to aid in the resettlement of refugees of European 
origin who have fled from the United Arab Republic. These latter two U.S. 
contributions will be contingent upon not exceeding 3314 percent of the total 
contributions received by the UNHCR from all sources for the programs in 
question. 

THE WORLD REFUGEE YEAR 


The World Refugee Year was created by the United Nations General Assem- 
bly through adoption on December 5, 1958 of a resolution submitted by the 
United Kingdom, cosponsored by the United States and opposed by most of the 
Soviet bloc nations. The World Refugee Year aims to focus increased atten- 
tion upon world refugee problems, to encourage additional financial contribu- 
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tions from both public and private sources, and to encourage the provision of 
additional reestablishment opportunities for refugees. It is envisaged that the 
concerted international effort mobilized during World Refugee Year will enable 
major progress toward the solution of some of the worldwide refugee problems. 
Generally speaking, participating countries are developing joint public-private 
efforts through national committees working in cooperation with government 
bodies ; 69 governments have so far announced plans for their participation in 
World Refugee Year and 35 of them have already developed specific programs 
and contributions. Some of the participating countries are carrying out major 
fund-raising campaigns (Norway, New Zealand, Germany, United Kingdom, 
among others), and some have authorized special immigration programs in- 
cluding those for handicapped refugees as a contribution toward World Refugee 
Year (Norway, Australia, Canada, Belgium, Brazil, among others). 

On May 19, 1958, the President issued a proclamation establishing the ob- 
servance of World Refugee Year in the United States and calling for joint co- 
operation between the U.S. Committee for Refugees, private welfare agencies, 
and the Government. The Committee is serving as the coordinating agency 
in the private field. It is developing, in close cooperation with the voluntary 
agencies, a nationwide effort designed to increase the awareness of the American 
public concerning refugee problems and their significance, and in developing pro- 
grams in cities designed to raise funds for the alleviation of some refugee 
problem. The Committee has an extensive membership of civic leaders including 
representatives from business, labor, and the voluntary welfare agencies. 

The administration has pledged $4 million as a U.S. Government contribution 
to World Refugee Year, and has already allocated $3.5 million from mutual 
security funds. This pledge is over and above regular contributions for refu- 
gees and migrants through existing programs. 

The funds thus far approved have been for support of the UNHCR camp 
Glosure program in Europe, for his assistance to Algerian refugees in Tunisia 
and Morocco, for Greek ethnics in Greece, and for aiding refugees of European 
origin presently in China who transit Hong Kong. In addition assistance has 
been provided to the large number of out-of-camp refugees in Europe and the 
Near East, as well as to Chinese refugees in Hong Kong, Macau, and Taiwan. 


STATEMENT ON ADMINISTRATIVE AND OTHER EXPENSES, STATE, 
UNDER THE MUTUAL SECURITY PROGRAM 


Submitted to the Senate Foreign Relations Committee 
by the Department of State 


Mr. Chairman, the proposed fiscal year 1961 authorization and appropriation 
for administrative and other expenses of the Department of State requested 
under section 411(c) of the Mutual Security Act is $8,300,000. The Department 
of State request is included on pages 109 through 131 of the presentation book 
on nonregional programs which has already been submitted. Since the presenta- 
tion includes a descriptive narrative of each function funded under section 
411(c), I will confine my statement to the increases and decreases contained in 
the budget submission. 

The total amount available in fiscal year 1960 for the State Department func- 
tions listed in the presentation book on nonregional programs is $8,290,000. 
The cost of these activities in fiscal year 1961 is estimated at $8,300,000, a net 
increase of $10,000. 

While the net increase over fiscal vear 1960 is $10,000, the request contains 
increases amounting to $248,000. The increases requested are modest ranging 
from $10,500 for the Mutual Defense Assistance Control Act to $70,000 for 
program coordination and presentation. 

Offsetting decreases amount to $238,000. The principal items of decrease 
represent reduction in staff and related costs due to decreases in workload in 
the refugee and migration program, 1 less workday above the regular 52-week 
base and costs relating to liquidation of the International Development Advisory 
Board. 

The increase of $248,000 is required for— 

(1) An increase of two positions and related costs in the public informa- 
tion program on mutual security, fuller employment in existing positions, 
increased travel and overtime requirements, and overseas local wage and 
price increases ($217,400) : 
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(2) Provision for the U.S. Government contribution to the health pro- 
gram pursuant to the Federal Employees Health Benefits Act of 1959 
($30,600). 

The decrease of $238,000 includes— 

(1) A decrease of $186,000 in funding requirements for administrative 
salaries and related expense because of reductions in operations of the refu- 
gee and migration program and a decrease of $7,500 in administering the 
Mutual Defense Assistance Control Act; 

(2) A decrease of $19,500 for 1 less workday above the regular 52-week 
base and $25,000 for miscellaneous nonrecurring reductions. 

Representatives for each of the functions listed in the presentation book are 
available to answer questions pertaining to their programs. 


ICA APPROPRIATION ON GENERAL ADMINISTRATIVE EXPENSES, FiscAL YEAR 
1961 (Sec. 411(b) ) 


Memorandum for Senate Committee on Foreign Relations 


The proposed fiscal year 1961 appropriation for administrative expenses of 
the International Cooperation Administration, section 411(b), is $40 million. 
It is estimated that $300,000 of prior year balances will become available for 
obligation in fiscal year 1961, which, together with the requested appropriation, 
will provide a total of $40.3 million for administrative expenses. 

The amount appropriated under section 411(b) for administrative expenses 
in fiscal year 1960 was $38 million, plus unobligated balances, or a total of 
$38,510,000. This amount includes approximately $81,000 for activities funded 
by ICA from this appropriation in fiscal year 1960 for which funds are being 
requested in fiscal year 1961 by the Department of State under section 411(c) of 
the Mutual Security Act. For comparable purposes, therefore, the requested 
ICA administrative expense availability for fiscal year 1961 is $1,871,000 more 
than the fiscal year 1960 amount of $38,429,000. 


REASON FOR INCREASE IN FUNDS 


This increase of $1,871,000 is required primarily to provide for the opening of 
new overseas locations, to strengthen the staff at relatively new locations opened 
in the past year or two, to cover full-year costs of positions partially funded 
in fiscal year 1960, and to provide for contributions to the new Federal Employees 
Health Benefits Act of 1959 (Public Law 86-382). 

Nearly half, or $842,500, of the requested net increase, is required for Africa, 
where some 24 new American positions are needed to strengthen staffs in 
existing posts and an additional 15 American positions are needed to staff at 
least three new posts. 

A further $870,000 is required by reason of relatively inflexible increased 
requirements such as: automatic periodic pay increases for American employees 
($306,000) ; similar increases and wage scale adjustments for foreign nationals 
($189,000) ; additional State Department and participating agency support costs 
($155,000) ; the agency contribution to the new Federal Employees Health 
Benefits Act ($135,000) ; and additional Civil Service retirement contributions 
and other miscellaneous objects of expenditure ($85,000). 

The agency has continued the improvements in its employee training programs 
during the present fiscal year. These programs include—(a) language training, 
(b) orientation training, (c) refresher training, (d) developmental training, 
and (e) preservice training. 

TRAINING PROGRAMS 


Language training is designed to provide all personnel scheduled to occupy 
language essential positions the necessary proficiency in the course of the first 
6 months of the employee’s assignment. During the first 6 months of fiscal year 
1960, 93 employees and 20 wives completed full-time language training in 
Washington. At the same time approximately 1,000 overseas employees and 
365 wives were enrolled in part-time language training programs at overseas 
posts. 

Orientation training attempts to fulfill a real need in preparing ICA personnel 
for effective service overseas and to reorient returning overseas personnel. 
During the first 6 months of fiscal year 1960, approximately 556 outgoing over- 
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seas employees and their dependents went through the orientation course of 3 
weeks duration. 

Refresher training is intended to maintain the professional competence of over- 
seas employees by providing them opportunities to keep abreast of technical and 
scientific information in their fields of competence. Normally this training does 
not exceed 2 months in duration. During the first 6 months of fiscal year 1960, 
approximately 70 employees were given refresher training. 

Developmental training gives employees who have demonstrated a high po- 
tential for broader usefulness an opportunity to realize a greater professional 
growth. This type of training is illustrated by the courses given to selected em- 
ployees in ICA development programing conducted for ICA by the School of 
Advanced International Studies, Johns Hopkins University. The new Africa 
studies program also provides development training. During the first 6 months 
of fiscal year 1960, 32 employees were given development training other than 
that provided in the two special courses mentioned above. The work given by 
the School of Advanced International Studies, Johns Hopkins University, has 
been continued with 20 students periodically rotating into each class. This 
course is of 5 months duration. The special Africa studies program, initiated 
in October, provides intensive training for officials who will staff the expanding 
U.S. programs in tropical Africa. The first group of 20 African trainees will 
complete their training in May 1960, while the second group of 20 is expected 
to begin training in July. 

Preservice training is composed of the overseas intern program and a support 
specialist program. The overseas intern program, established in 1958, has the 
objective of providing promising young employees scheduled later to enter ad- 
ministrative type positions, with training both in ICA/W offices and in over- 
seas missions prior to their assignment to regular mission positions. The support 
specialist program, established at the same time, was to provide opportunity for 
promising young technicians having some 3 to 5 years’ experience in their pro- 
fessional fields an opportunity to work for a period up to 1 year as understudies 
to experienced technicians prior to accepting regular staff assignments. During 
fiscal year 1960, 22 persons entered the overseas intern program and 20 young 
technicians entered the support specialists program. 

In the latter quarter of the current fiscal year, the Agency will begin an execu- 
tive development program for its overseas mission directors and deputy di- 
rectors and lay plans for an expanded supervisory and management training 
program which it hopes to launch early in fiscal year 1961. 


ADMINISTRATIVE CHANGES 


A number of administrative changes have been introduced in ICA headquarters 
during the past year. These changes have resulted from a recognition of the 
need to make continuing improvements in ICA management, and are based on an 
intensive, agencywide review of ICA’s general operating effectiveness. They are 
designed specifically to improve Washington’s ability to service the field missions 
and to make the headquarters organization and procedures more responsive to 
the current requirements of the Mutual Security Program. 

Largely in response to a suggestion made by the Subcommittee for Review of 
the Mutual Security Program of the House Foreign Affairs Committee in its 
February 15, 1959 Interim Report, ICA regional and technical offices were com- 
bined under a single senior official, the Deputy Director for Operations. Experi- 
ence with this reorganization during the course of a year has led to improve- 
ment in the coordination of technical and operating offices. It is believed that 
progress has been noted as well in the area of speeding up project imple- 
mentation. 

Following up on the merger of regional and technical offices, the Agency 
determined that organizational improvement was needed in the field of procure- 
ment and supply. In December 1959, the Office of Supply Services was created 
by transfer of personnel from various parts of the Agency. This office has as- 
sumed central responsibility for the development and evaluation of Agency pro- 
curement policy and implementing procedures. It also has the added respon- 
sibilty for guiding and backstopping field missions as well as cooperating 
countries in connection with their supply operations, 

In February of 1960, a new Office of Participant Training was established. 
This office carries central responsibility for the allocation of Agency resources 
for participant training. It provides for the development and issuance of train- 
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ing policies and procedures and is charged with the added function of continuous 
evaluation of the participant training program. 

In addition to the above, a number of other organizational changes have been 
made. In the fields of education and health, programs had assumed such im- 
portance that it was deemed advisable to raise their status from division to office 
level. Additional resources have also been added to enable them to carry more 
effectively their worldwide programs. 

ICA is continuously devoting effort to speeding up its contracting operations. 
The office charged with this responsibility has been reorganized and given addi- 
tional resources. Major emphasis is now being given to the development of stand- 
ardized contracts and forms and to accelerating contract preparation and 
approval procedures. 

The Agency has undertaken, from time to time, studies of its document proc- 
essing operations with a view to their improvement. As an outgrowth of these 
studies, there has recently been established small “document control centers” 
located in the Offices of Participant Training, Contract Relations, and Supply 
Services. The object of these centers is to assure more expeditious and efficient 
document processing. 

Additional staff time has been given to a project for clarifying and document- 
ing Agency procedures in the field of personnel administration. Various offices 
have been assigned responsibility for the preparation and issuance of manage 
ment handbooks designed for use by ICA overseas staff concerned with servicio 
operations. 

The Agency is expanding its use of electric accounting machinery and is cur- 
rently installing automatic electric typewriters in an effort to speed up various 
personnel and contracting operations. In addition, there has been established 
a small electronic data systems staff to conduct feasibility surveys regarding 
the possible application of electronic computer systems and procedures to ICA 
data requirements. 

In order to continue to earry its responsibility for efficient administration of 
current economic aid programs, to meet the added responsibilities of new and 
expanding programs, and to continue its various programs of staff training and 
development at present levels, it is necessary to have funds in the amount of the 
appropriation request. The Agency acknowledges with appreciation the under- 
standing and support which the Senate Foreign Relations Committee has con- 
sistently given to its needs for general administrative funds. 


MEMORANDUM ON INVESTMENT INCENTIVE PROGRAM 


We are requesting $2 million of Special Assistance funds for the Fiscal Year 
1961 investment incentive program. 

The objective of this program is to enable the U.S. Government to respond 
effectively in selected countries which request and require specialized help to 
speed the growth of private enterprise and investment. 

This program is not a loan fund; it does not provide capital for investment. 
Rather, it concentrates on making it possible for others to invest. 

Meeting the urgent aspirations of the less-developed countries for economic 
growth is not possible without an acceleration of local and foreign private in- 
vestment. Governments have neither the resources nor the competence to estab- 
lish and operate the hundreds or thousands of productive enterprises which are 
the essence of economic growth. Growth in the numbers of successful owners of 
small private businesses with a stake in preserving their freedom is of funda- 
mental importance to the growth of free societies. 

In some countries, the attitude toward private business does not inspire the 
business confidence with is needed for expanded activity. On the other hand, 
many governments of developing countries have already sensed the need for 
realizing the potential of private energy, private resources, and private initia- 
tive. The increase in the number of development banks to serve private bor- 
rowers, the investment laws which have been enacted, and the inducements 
offered to investors in recent years all provide ample evidence of the growing 
attention being devoted to private enterprise in many of the less-developed 
countries. At the same time many of the same governments are relatively un- 
familiar with the elements that go into building a successful private enterprise 
system. Many of the country development banks are inadequately organized 
and many of the investment laws are ineffective or ineffectively administered. 
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Disillusionments flowing from unsuccessful efforts of this kind are damaging. 
It is of prime importance that the United States stand ready to help where 
developing countries want help in their efforts to stimulate private initiative. 

This program helps in three basic areas: 

(1) to improve a country’s climate for investment generally ; 

(2) to help countries organize and build up the institutional machinery 
for investment promotion, investment attraction, and investment financing ; 

(3) to identify and work up investment opportunities to the point where 
they are ready for financing and equity capital participation. 

During fiscal year 1960, the first year of this program, we expect to obligate 
$2,500,000 for these purposes. We are helping to start investment development 
and promotion organizations in India, Thailand, and Free China. Over half 
of the fiscal year 1960 funds will be concentrated in 5 countries. 

As was the case in fiscal year 1960, funds are required in fiscal year 1961 to 
meet new emerging opportunities. The countries where funds will be required 
cannot be identified at this point. Where the opportunities can be identified 
in advance, provision can be and is made in the regular country program. 
Funds for fiscal year 1961 would typically be used to start private enterprise 
activities in countries not covered in fiscal year 1960, or new phases of the 
private enterprise program already launched in some countries. 

The events occurring within the past months indicate a growing need for 
support to country private enterprise efforts. 

A recently completed survey of the Sudan may give rise to the need for a 
small industrial development center and for an investment banking system. 

The investment laws recently drafted in Korea, Spain, Nepal, and Somalia 
may present problems and opportunities for beneficial U.S. action. 

Some countries are reexamining their existing development banks and may 
require help to assure sound management. 

The newly independent countries of Africa and those which will soon obtain 
independence are already in the process of examining the role of private enter- 
prise. They are seeking advice, technicians, new ideas. 

Of particular importance is the need for the United States to be in a position 
to move rapidly in assisting countries to identify and explore in depth specific 
opportunities for private investment. The absence of a vigorous program to 
encourage private investment can by default lead to the expansion of govern- 
ment activities into the fields most suitable for private initiative, capital, and 
management. 

The availability of the funds requested for this purpose in fiscal year 1961 
gives the U.S. Government the flexibility and the concentration of attention so 
vital for effective encouragement of private participation in the economic de- 
velopment process. 


MEMORANDUM ON OCEAN FREIGHT—VOLUNTARY RELIEF SUPPLIES 


Mr. Chairman and members of the committee, this is a request for $2 million 
to defray ocean freight costs of U.S. voluntary agency gift shipments to needy 
persons abroad. These gifts, which are distributed in the name of the Ameri- 
can people, include food, clothing, medicines, hospital supplies, school supplies, 
hand tools, and other self-help items. The special facts bearing upon this pro- 
gram are as follows: 

1. All supplies are obtained by the American voluntary agencies as donations 
either in cash or in kind. 

2. All costs up to and including delivery of the supplies to U.S. port are borne 
by the voluntary agencies. 

3. For every appropriated dollar spent on ocean freight, roughly $18 worth of 
these supplies are delivered to needy persons overseas. 

4. During the past 3 years, the value of these supplies has averaged close to 
$30 million annually. 

5. Twenty-eight U.S. voluntary nonprofit agencies are participating in this 
program, including the relief arms of the three major faiths, CARE, and the 
American Red Cross. <A full listing of these cooperating agencies appears in 
note 1 of the attached annex. 

6. Eligible agencies are those registered with the Advisory Committee on 
Voluntary Foreign Aid. This committee was created in May 1946. It has 10 
members at present, all serving without compensation, and is chaired by Mr. 
Charles P. Taft. 
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7. As a condition of such registration, the voluntary agencies keep the com- 
mittee fully informed of their activities. An annual public audit is filed by 
each registrant. These are available for public inspection. 

8. The U.S. origin of the goods is made known to the recipients through 
labeling, special posters, and literature, as well as by personal contacts of the 
American citizen field representatives maintained by the voluntary agencies. 

9. The authorities of the recipient countries exempt the supplies from all 
duties, tolls, and taxes. Inland transportation and related costs from port of 
entry abroad to ultimate distribution center are paid by the recipient countries 
or from other non-U.S. Government sources. 

10. This program is now operating in 57 countries and areas as shown in 
note 2 of the attached annex. 

The above outlines the nature and accomplishments of this program, which 
accomplishments, it is believed, amply justify the continued support which 
is being requested. 

In addition to their own supplies, many of these same private organizations 
are moving substantial quantities of surplus agricultural foods donated under 
title III of Public Law 480, which authority also provides the financing for 
the ocean freight costs on these shipments. On a much smaller scale, they 
are also finding imaginative uses for raw cotton furnished under title II of 
Public Law 480. In cooperation with local groups, this raw cotton is con- 
verted into mattresses, and other useful items for use in hospitals, orphanages, 
and other charitable institutions. Also beyond their material aid shipments, 
these voluntary agencies are carrying out many other useful services in the 
fields of refugee care and resettlement, technical assistance, and self-help. 

This people-to-people activity is considered to be a useful and important 
supplement to the government-to-government assistance programs. It provides 
a direct channel through which the traditional generosity and concern of our 
people for the less fortunate can find material expression. It is a good example 
of how Government and our private citizens can join hands to accomplish 
mutually desired ends. 


ANNEX 1. OCEAN FREIGHT—VOLUNTARY RELIEF SUPPLIES 


Nore 1. Cooperating voluntary agencies—American Friends Service Com- 
mittee; American Jewish Joint Distribution Committee: American Medical 
Center for Burma; American Mission to Greeks; American-Polish-National Re- 
lief for Poland; American Red Cross; American Relief for Poland: Assemblies 
of God-Foreign Service Committee; Brethren Service Commission; Catholic 
Relief Services-National Catholic Welfare Conference; Church World Service: 
Congregational-Christian Service Committee; Cooperative for American Relief 
Nverywhere (CARE); Foster Parents’ Plan; Hadassah; Heifer Project: Inter- 
national Rescue Committee; Iran Foundation; Little House of St. Pantaleon; 
Lutheran World Relief; Medical International Cooperation (Medico) ; Mennonite 
Central Committee; Refuge des Petits; Save the Children Federation: Seventh- 
Day Adventist Welfare Service; Unitarian Service Committee; World Relief 
Commission of the National Association of Evangelicals and World University 
Service. 

Norte 2. Participating countries and areas.—Algeria; Austria; Belgian Congo; 
Bolivia: Brazil; British Honduras: Burma; Cameroun: Ceylon: Chile; Colom- 
bia; Costa Rica; Cuba; Dahomey; Ecuador; Egypt; Ethiopia; France; Ghana; 
Greece; Guatemala; Haiti; Honduras; Hong Kong; India; Indonesia; Iran; 
Israel; Italy: Japan: Jordan; Korea; Laos; Lebanon; Liberia: Libya: Macau; 
Malaya: Malgache Republic: Morocco; Nigeria; Pakistan; Paraguay: Peru; 
Philippines; Poland; Portugal; Sierra Leone; Singapore; Spain; Taiwan; 
Togo; Tunisia; Turkey; Uruguay; Vietnam; and Yugoslavia. 


MEMORANDUM ON ASSISTANCE TO AMERICAN-SPONSORED SCHOOLS ABROAD 


Section 400(c) of the Mutual Security Act authorizes the use of special 
assistance funds to help schools and libraries abroad, founded or sponsored by 
citizens of the United States, and serving as study and demonstration centers 
for ideas and practices of the United States. 

In the first year in which ICA was authorized to activate such a program, 
fiscal year 1959, $4,275,000 was obligated for this purpose. In fiscal year 1960, 
$4 million is expected to be obligated. 
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In the program submitted for fiscal year 1961, the sum of $2,500,000 is included 
under this item. It is intended first that funds shall be used to cover only con- 
struction costs or the purchase, and second that this sum shall be allocated 
principally to institutions of higher learning, on the premise that such institu- 
tions are more immediately related to the realization of the objectives of the 
Mutual Security Program. 

In practice, this concentration of resources would mainly benefit the Near 
East, since there are no institutions of higher learning in other areas which are 
American-sponsored in the sense of being outside host government programs. 
These institutions, namely, the American University of Beirut, Robert College 
in Istanbul, and the American University at Cairo, have for many years been 
centers of American educational influence in the Near East, and their effective 
performance of their mission is especially in the interests of the United States. 
Many of their graduates are new leaders in the countries where they are situated 
and throughout the region. Their endowment comes almost entirely from 
American sources. From time to time in past years various American founda- 
tions have also made substantial contributions to their support, but their finan- 
cial resources fall short of present requirements. Assistance from the U.S. 
Government will not in any way interfere with or diminish other normal sources 
of income. 

Assistance to these institutions is in keeping with the purposes of the Mutual 
Security Program. They were founded by U.S. citizens. Their boards of 
trustees are mainly American. Their administrative and teachings staff are to 
a large extent American. Their service is largely to nationals of the region. 
Their curricula and teaching methods are based on models of American higher 
education. In the wording of the act, they are “serving as study and demonstra- 
tion centers for ideas and practices of the United States.” They are contributing 
to economic development by training engineers, public health professionals, 
agricultural engineers, business administration experts, and teachers of various 
kinds, to furnish the necessary nucleus of trained personnel. 


MEMORANDUM ON SPECIAL ASSISTANCE HEALTH PROGRAMS 
I. MALARIA ERADICATION 


The proposal for the fiscal year 1961 worldwide malaria eradication program 
is shown in detail in the Congressional Presentation Book (nonregional pro- 
grams, pp. 45-51). It is proposed that $38 million of Special Assistance funds 
be utilized for U.S. assistance during the fourth year of the malaria eradication 
program. This amount of U.S. assistance is necessary if the program is to 
proceed without unnecessary delays. 

1. By the end of 1959, 414,404,000 people were being protected against malaria 
in the 25 countries which the United States was assisting bilaterally in the 
program. Of particular interest is the success of the program in Taiwan. No 
new case of malaria was discovered in that country in 1959. It appears that 
Taiwan will be the first country in Asia to complete eradication of the disease. 

2. Certain problems have been encountered which tend to delay the develop- 
ment of the eradication campaign in some countries. For example, in countries 
such as India, Indonesia and Brazil, the magnitude of the operation coupled 
with political, administrative and financial problems make it necessary to pro- 
ceed by stages, progressively covering the malarious areas. 

8. At the request of ICA an expert panel of internationally known American 
technical experts in the field of malariology is now studying the worldwide 
malaria eradication program, with particular reference to participation of the 
United States. Their preliminary findings definitely show that, even considering 
all the problems, malaria can and is being eradicated. Furthermore, real prog- 
ress is being made, and momentum achieved, during these initial years of con- 
centrated worldwide effort which began in fiscal year 1958. These results have 
come as a direct consequence of substantial assistance and participation by the 
United States. By fiscal year 1963 the goal of eradication will be much closer 
to realization. 

4. Funding of the overall program for fiscal years 1958 and 1959 and esti- 
mated funding for fiscal years 1960-62 is shown in table 4 attached to the 
presentation. It should be noted that governments having malaria are paying 
approximately one-half of the total cost of eradication. 
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The malaria eradication program is well underway, and there is every indi- 
cation that the eradication of malaria can be achieved. Success, however, will 
depend upon continued U.S. support of the program at the requested funding 
level. 

Il. COMMUNITY WATER SUPPLY DEVELOPMENT PROGRAM 


The Community Water Supply Development Program (see nonregional pro- 
grams presentation book, pp. 55-58) was presented and described to the first 
session of the 86th Congress. It provides U.S. support and leadership in a 
coordinated effort directed toward the control of diarrheal diseases, the most 
destructive remaining communicable disease in most underdeveloped countries. 
This is being accomplished through the stimulation of nationwide water supply 
programs. The United States is assisting cooperating countries to develop or 
strengthen business-type, self sustaining institutions which will plan and aid 
financing, construction and management of water supply systems at the com- 
munity level. 

This is a program which admirably meets mutual security criteria. 

1. In terms of feasibility it ranks very high. Community water supplies are 
popular with cooperating country officials and with the people. 

2. Water is not only the key factor in the control of diarrheal diseases but 
contributes substantially to the reduction of lice, scabies and filth diseases 
among population groups. 

3. For economic progress safe, potable water is essential to the health and 
increased efficiency of the labor force and to the establishment and growth of 
industry. 

4. The program is conceived on the basis of maximum utilization of com- 
munity resources to supply potable water to their people, thus reducing the 
drain on State and National Governments. 

5. Perhaps most important of all, this is a positive program which is self- 
sustaining and self-generating. It has a cumulative and compounding effect 
on the health, social and economic development of the local community and 
the nation. 

In the short time since the program was approved implementation has been 
going on at a rapid pace. As planned, the activity is concentrated in assisting 
the cooperating governments, including their local and community authorities, 
to develop the technical, professional and institutional means to supply potable 
water to their citizens on a businesslike basis. This is a coordinated program 
in which multilateral agencies, WHO and PAHO, and ICA are cooperating. 

The development of water supply institutions in the cooperating countries 
will be one of the first and most important activities in the order of priorities. 
Well conceived and properly organized they will have a long and lasting effect. 
Many countries have already taken important initial steps in planning these 
institutions. Requests for assistance in furthering this effort have come from 
Ecuador, Peru, Costa Rica, Ceylon, and Korea. Several others including Yugo- 
slavia, India, Jamaica and Brazil have requested assistance in other closely 
related aspects of institution building. Modest grants of assistance have been 
made to Peru and Ecuador while several others are in preparation. A team 
of expert consultants is presently in India with others definitely planned for 
Ceylon and Yugoslavia. 

Training and education to develop and upgrade personnel to staff the evolving 
institutions must progress simultaneously. During the past year both ICA and 
WHO/PAHO have sponsored special training courses and seminars. These will 
be expanded in all areas of the world. A special course in ground water develop- 
ment for public water supplies was given at the University of Minnesota for 
45 students from 22 countries. This will be repeated again during the uni- 
versity summer session of 1960. Later on this year the course will be offered 
in Latin America and in one other area, possibly the Middle East. One special 
seminar for Mediterranean countries was held in Amalfi, Italy, in December 
under sponsorship of WHO and attended by ICA engineers. Others are planned 
for the Far East later this year with ICA collaboration. 

A special course in waterworks management for engineers is scheduled for 
April 1960 and others tentatively scheduled for Central and South America and 
for the Far East later in the year. WHO and PAHO have played a leading role 
in promoting management training with close cooperation of ICA. The bilateral 
programs will become increasingly active as this type of training begins to be 
organized within countries. 
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The coming months and years will be marked by a growing volume of expert 
consultation assistance in all phases of community water supply development— 
planning, organization, financing, design, construction, operation, and manage- 
ment. 

The matter of special investigation, research, and development is receiving 
increased attention. While a great deal of effort is placed on this phase of water 
supply in the United States, very little has been done on the problems in less 
developed countries. 

Spot investigations in Puerto Rico and Costa Rica have given promise of im- 
portant economic cause and effect relationships directly associated with water 
supplies. Negotiations are under way with Northwestern University to investi- 
gate this area more intensively. 

Plans are in progress to study specific problems with cooperating countries 
in the field. In Brazil one of their institutions is being approached to investi- 
gate, under field conditions, various methods of assessing shallow ground water 
sources with simple, inexpensive equipment. 

A survey is underway in about 55 countries to determine the amount and 
types of water supply equipment and materials being produced. 

It is proposed that $2.1 million be used in this program for fiscal year 1961, 
broken down according to the table in the presentation. 


Ill. INTERNATIONAL MEDICAL RESEARCH 


The purpose of this proposal is to assist the World Health Organization to 
develop a program of research in international health matters of interest to its 
90 members. (See Congressional Presentation Book, non-regional programs, pp. 
560. ) 

The United States made a $300,000 contribution in fiscal year 1959 to initiate a 
study, $500,000 in 1960 to take the first steps in this direction, and it is proposed 
to contribute $500,000 in fiscal year 1961. 

A partial list of elements in this program are: (1) Standardization of nomen- 
clature, drugs, and techniques of examination, (2) epidemiologic studies of a 
variety of diseases of vital interest to all countries, (3) training of scientists, 
and (4) development of international reference centers for tumors. To date 
progress has been made in all four areas. 

WHO has proposed a research program for 1961 which would cost $2.7 million. 
Of these funds the Director General has requested the Assembly to appropriate 
$750,000 from the regular budget, the remainder to be raised by voluntary con- 
tributions to the special account for research. The United States proposes 
that $500,000 of mutual security funds be contributed to the special account. 

The Director General of WHO proposes the following allocation of funds for 
research : 50 percent, communicable diseases research; 30 percent, cancer, heart 
disease, and nutrition research; 5 percent, human radiation studies; 8 percent, 
planning for additional research ; 7 percent, central administration in WHO. 


STATEMENT ON ATOMS-FOR-PEACE PROGRAM 


1. The sum proposed for the fiscal year 1961 atoms-for-peace program is 
$3,400,000, which is slightly less than the amount appropriated for the current 
fiscal year. The request is broken down into the same five categories that have 
been used for the past 2 years. These are: (1) research reactor grants, (2) 
equipment grants, (3) survey and development assistance, (4) support of the 
operational budget of the International Atomic Energy Agency (IAFPA), and (5) 
fellowships for the IAEA for training in nuclear science and technology in the 
United States. The Atomic Energy Commission, the Department of State, and 
the International Cooperation Administration believe that the projects and 
services supported by the section 419 funds have made, and will continue to 
make, significant contributions to this country’s program of international co- 
operation in the field of advancing the peaceful uses of nuclear energy. 

2. The estimates are based on two criteria: (1) maximizing benefits to the 
countries and international organizations affected, and (2) the value of these 
programs in sustaining the world leadership of the United States in nuclear 
energy development. 
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Research Reactor Grants, $350,000 


3. Because it is believed that most of the countries that can do so have taken 
advantage of the United States offer of financial assistance in acquiring reactor 
facilities, this program is being terminated. 

4. To provide a set date for terminating this offer, first made in 1955, a 
deadline of July 1, 1960, has been set for receipt of further requests for grants 
under this program. 

5. Nineteen grants of $350,000 each have been made to date. Currently, the 
applications of Turkey and Iran are being processed. 

6. It is also expected that, prior to the July 1, 1960, deadline at least one more 
meritorious application for a reactor grant will come in and, therefore, $350,000 
has been included for this item in the 1961 budget. If more than one applica- 
tion qualifies for approval as a result of setting the termination date, it may be 
necessary to seek additional funds in 1962 to terminate the program. 

7. Interest in research reactor assistance has been noted in Chile, Indonesia, 

*akistan, Yugoslavia, and Colombia. 

8. Requests for reactor grants received after June 30, 1960, will be con- 
sidered on a competitive basis with all other aid proposals for the particular 
eountry concerned and, if approved, would be funded from the regular country 
program funds of the mutual security appropriations. 

9. The research reactor grant program is providing a stimulus to a number 
of countries by promoting training, research, and application of the peaceful uses 
of the atom. The Atomic Energy Commission is beginning to get reports of 
work in progress from the four “grant” reactors that now are in full operation, 

10. These reactors are located in Brazil, Italy, Spain, and West Germany. 
By this time next year, most of the other 19 reactors for which grants have 
been committed will be in operation. 


Equipment Grants, $1,250,000 


11. These grants make it possible for a friendly country to procure laboratory 
equipment, subcritical assemblies for basic training, teletherapy machines for 
medical centers, or other items such as gamma irradiation apparatus for work 
in applications of nuclear energy to agriculture, and constitute an important 
contribution to peaceful uses programs. 

12. In the 1960 fiscal year, a grant of $190,000 to Turkey is being proposed to 
provide fuel for a subcritical assembly to be placed at the University of Ankara 
and several cobalt-60 teletherapy machines to be used at medical centers in 
that country. Projects from other countries are still under review. 

13. The International Atomic Energy Agency also is receiving meritorious 
requests for this type of assistance. The United States, at the Third TAEA 
Conference last fall, pledged financial assistance to the Agency for support of 
equipment grants. Accordingly, the United States mission to the IAEA has 
been authorized to place $200,000 at the disposal of the IAEA for this purpose. 


Symposia and Surveys, $350,000 


14. Allotments in this program have made possible the highly successful inter- 
American symposia on peaceful applications of nuclear energy, strong U.S. 
representation in other technical international meetings, and the use, on request, 
of U.S. experts to individual countries on survey-type assignments. 

15. In the 1960 fiscal year, an allocation of $50,000 is proposed for the third 
Inter-American symposium, to be held in Brazil in early summer; U.S. partici- 
pation was provided at specialized meetings such as the one sponsored by the 
IAEA and UNESCO at Saclay, France, on science education and training, 
and by the IAEA at Warsaw in November on industrial uses of large sources 
of radiation. 

16. In response to requests, in the current fiscal year experts have been sent 
on technical missions to Germany, Iran, Lebanon, seven Latin American coun- 
tries, and Yugoslavia. The reports received from these missions and the con- 
tinuing flow of requests are further recognition of the prestige and leadership 
of the United States. It is expected that this activity will increase. 


Contributions to the IAEA Operating Budget, $750,000 

17. A major U.S. policy announcement made at the IAEA General Conference 
in September 1959 was that the Agency had progressed to the point where the 
United States would use it more and more as a means to channel its assistance 
in the international cooperation program, particularly for underdeveloped 
areas. 
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18. Consonant with that policy, the United States pledged its support to 
several programs which are financed in the whole or in part through the Agency’s 
operational budget. Among these are expansion of technical assistance, giving 
priority to waste-disposal problems in the Agency health and safety programs, 
and increased efforts in nuclear research and isotope applications. 

19. The administrative budget of the Agency is made up of assessments of 
the 70 members. It amounts to $5,800,000 for the 1960 Calendar Year. This 
budget does not, however, provide for all of the technical assistance efforts of 
the IAEA. The majority of the Agency’s technical programs are funded through 
the operational budget made up of voluntary contributions. The annual goal 
of this budget is $1,500,000. The United States contributes half of this amount 
in the following manner: $500,000 is pledged outright; another $250,000 is made 
available to match contributions paid in by member states after the $1 million 
mark is reached. 

20. It is proposed that the United States continue this support. The contri- 
butions of other nations are increasing, and for the United States to do less 
would be damaging to its leadership in the Agency. 

U.S. Fellowships for the IAEA, $700,000 

21. An outstanding success of the IAEA has been its fellowship program. 
The Agency received more than 800 applications in 1958 and 1959. The large 
preference for training in the United States is another tribute to our leadership 
in the nuclear field. 

22. One hundred and twenty fellowships have been made available to the 
IAEA and the U.S. mission has been authorized to offer an additional 80. The 
fiscal year 1961 request is for the continuation of this program. 

23. To date, 107 of the fellowships provided by the United States for train- 
ing in this country have been awarded. Thirteen have completed their work 
and returned to their respective countries. Eighty-three now are pursuing their 
studies, and 11 more have not yet arrived. Ninety-six received or will receive 
all or a part of their training at Commission installations. Thirteen of the 
51 graduate scientists and engineers enrolled in the current session of the Inter- 
national Institute of Nuclear Science and Engineering at the Commission’s 
Argonne National Laboratory are IAFKA fellows. 

24. The fellowship program is administered by the National Academy of 
Sciences with funds provided under the Atoms-for-Peace program. 

25. The solid accomplishments to date of the programs funded through sec- 
tion 419 of the mutual security appropriation constitute the best justification 
for their continuance at the level proposed. These funds provide the basis for 
continued U.S. leadership in the global Atoms-for-Peace effort—an effort that 
contributes significantly to the achievement of our foreign policy goal—world 
peace and security. 


IMPLEMENTATION OF THE PROVISIONS OF SECTION 533A OF THE MUTUAL SECURITY 
Act oF 1954, AS AMENDED 


Statement by John E. Murphy, Inspector General and Comptroller, before the 
Senate Committee on Foreign Relations 


Mr. Chairman and members of the committee, I am grateful for this oppor- 
tunity to discuss with you the implementation of the provisions of section 533A 
of the Mutual Security Act of 1954, as amended, which established a new Office 
of Inspector General and Comptroller within the Department of State, report- 
ing directly to the Under Secretary of State. This section assigned broad 
responsibilities to the new Office for strengthening the financial management of 
the Mutual Security Program, for investigating improper activities in connec- 
tion with the program, and for evaluating the effectiveness of the program in 
the attainment of its objectives. 

The Mutual Security Act of 1959 was signed by the President on July 24, 
1959. I was appointed Inspector General and Comptroller on August 5, 1959. 
As you are aware, prior to my appointment to this Office I served as Assistant 
Deputy Director-Controller of the International Cooperation Administration. 
In that position, in addition to my responsibilities relative to the financial 
management of ICA, I assisted Mr. Dillon, Under Secretary of State, in his 
capacity as Coordinator of the Mutual Security Program in the development 
and presentation to the Congress of the proposed Mutual Security Program 
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legislation and appropriations. At the time of my appointment, the appropria- 
tion requests for fiscal year 1960 were still under active consideration by the 
Appropriations Committees of the Congress, and it was not until the adjourn- 
ment of Congress on September 16, 1959, that I was able to turn my full 
attention to the new responsibilities which had devolved upon me. The ensu- 
ing period has been devoted to preparation for the full assumption of those 
responsibilities. 

At the outset it seemed clear to me that the attainment of the objectives 
envisaged by the Congress in establishing the new Office would require the 
promulgation of broad terms of reference for my office, a staff of the highest 
caliber obtainable, and the development of a cooperative working relationship 
with the several agencies administering mutual security programs. My efforts 
during the last several months have therefore been directed along these lines. 
I am happy to be able to report on the progress which has been made. 

On August 26, 1959, the Under Secretary of State approved the proposed 
organization and terms of reference of the new Office. These were published 
as Departmental Circular No. 339. A copy of that circular is attached for 
incorporation in the record if the committee so desires. In accordance with 
this circular there have been established within my office three divisions, each 
concerned with one of the three major functions assigned by section 533A. 
They are: (1) The Division of Mutual Security Financial Management, (2) 
the Division of Mutual Security Investigations, and (8) the Division of Mutuat 
Security Evaluations. 

FINANCIAL MANAGEMENT 


The Division of Mutual Security Financial Management has been assigned 
responsibility for those functions of my office which relate to the financial and 
budgetary aspects of Mutual Security Program administration. A more detailed 
statement of these responsibilities is included on page 142 of the non-regional 
presentation book. 

The staff of this Division, if it is to be effective, must include personnel with 
broad experience and recognized competence in the specialized fields of audit, 
accounting, budgeting, and financial analysis. Such personnel are not easy to 
recruit and this Division is still only partially staffed. I was particularly 
concerned that the Director of the Division should be of a stature which would 
ensure effective leadership in the improvement of financial management of 
the various assistance programs. 

After extensive appraisal of possible incumbents for the position, Mr. Wood- 
row W. Storey was appointed Director of the Division of Mutual Security 
Financial Management and entered on duty November 16, 1959. Mr. Storey 
served for approximately 5 years as a contract examiner, attorney and auditor 
for the General Accounting Office. Since 1941 and prior to joining my staff, he 
was engaged continuously in financial management activities in the Department 
of the Army. From 1950 to November of 1959, he was Comptroller and Special 
Assistant to the Chief of Ordnance, responsible for all matters relating to the 
financial operations of the Ordnance Corps. 

The Division of Mutual Security Financial Management, under Mr. Storey’s 
direction, is assuming an increasing role in the financial management of the 
Mutual Security Program. It is my goal that early in the new fiscal vear, it 
will be fully staffed and in a position to carry out effectively all of the respon- 
sibilities which have been assigned to it. 


INVESTIGATIONS 


The Division of Mutual Security Investigations is responsible for seeking 
out improper activities and investigating allegations of such improper activities 
in connection with mutual security programs. These functions are set forth in 
more detail on the left-hand side of page 143 of the presentation book. The 
Division has been partially staffed through the transfer to it from the Inter- 
national Cooperation Administration of personnel of that agency engaged in the 
investigation of alleged irregularities in connection with programs administered 
by ICA. Such investigative work has continued without interruption under my 
direction. The Division now has a staff of 30 employees, 16 of whom are pro- 
fessional investigators, and the remainder are administrative and supporting 
staff. Nine of the professional staff are stationed at overseas posts. 

I have in mind for this Division a program of action which will enable it 
on its own initiative to identify organizational, geographic, or program areas 
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in which improper activities may be taking place and in which investigative ac- 
tivities should be initiated, as well as a program which responds promptly in 
instances where specific allegations of improper activities are brought to its 
attention. This program will be administered in such manner as to produce 
perspective on deficiency trends geographically, i.e., by individual country and 
area and functionally, i.e., by type of program or transaction. Further, I 
envisage for the Division a positive role in the evaluation of facts developed 
through its investigative activities, since it seems clear the Congress not only 
contemplated that the office would be responsible for the “seeking out of im- 
proper activities” but also for recommending corrective action to the program 
administering agencies. 

The personnel currently on board have been unable to keep pace with the 
workload. In fact, the past year has seen a steady rise in the number of un- 
completed investigation cases in the files, all of which have related to ICA- 
administered programs. Furthermore, it is apparent the Congress contem- 
plated that the “seeking out” process would include improper activities occurring 
in connection with any mutual security program, not just those administered 
by the ICA. This of course means additional workload. While I hope that 
part of this increase can be offset by exercising some selectivity in matters to 
be investigated and by giving priority to the investigation of possible irregulari- 
ties having serious program implications, some increase in staff will be necessary. 

Before final determination can be made as to the total staff required it is essen- 
tial that there be a plan which would contemplate coverage of the entire Mutual 
Security Program on a systematic basis, bearing in mind the staff resources al- 
ready applied to this effort by the Department of Defense and by the service 
departments. I have, therefore, been undergoing briefings by the Inspectors 
General of the Army, Navy, and the Air Force, and in addition I have visited the 
Military Assistance Division of EUCOM in France to develop firsthand informa- 
tion as to the investigative activities of that Division, which has as its area of 
responsibility the NATO countries, plus certain countries in the Near East and 
Africa. It is my hope that in the immediate future I shall be able to visit with 
Admiral Felt’s staff in Hawaii, to obtain a firsthand picture of the activities of 
that staff with respect to military assistance programs in Asia and Southeast 
Asia. I believe it essential that cooperative arrangements be worked out with 
the Department of Defense, which will insure complete coverage of the Mutual 
Security Program, avoid unnecessary duplication of effort in the investigation 
of improper activities relating to the military assistance program, and insure 
the flow of information regarding deficiencies detected and corrective action 
taken to all levels of management concerned. 

Such a positive program will require the best talent available in this field. 
After seeking assistance from many areas, including the FBI, the Civil Service 
Commission, ete., I have chosen Mr. James E. Nugent, who may be known to 
some of you, to be Director of the Division of Mutual Security Investigations. 
Mr. Nugent was a member of the staff of the Federal Bureau of Investigation 
continuously from 1931 to November 1959, except for approximately 2 years 
between 1951 and 1953 when he was employed directly on the staff of the Com- 
mittee on Appropriations of the House of Representatives. During his more 
than 25 years experience in the FBI, he held progressively responsible positions, 
including approximately 4 years as Chief of the Accounting and Fraud Division 
and 6 years as an Inspector, one of the highest echelons in the Bureau. During 
his direct employment by the House Appropriations Committee, he acted as Di- 
rector of the Surveys and Investigations Staff of that committee and on various 
other occasions during his employment by the FBI, he was loaned to the House 
Appropriations Committee to undertake specific investigative assignments. Mr. 
Nugent assumed the Directorship of the Division of Mutual Security Investiga- 
tions on March 21, 1960. 

EVALUATIONS 


While the functions performed by the Office of Evaluations in the International 
Cooperation Administration were specifically transferred to my Office by section 
583A of the Mutual Security Act of 1954, as amended, there was no actual trans- 
fer of professional staff, since at the time of the transfer no professional per- 
sonnel were assigned to this function by ICA. It has therefore been necessary 
for me to develop an entirely new staff to carry out the programwide evaluation 
function contemplated by the Congress. Good progress has been made in this 
area. Pending the assignment of a permanent Director, Mr. Fdward C. Crouch 
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has been named Acting Director of the Division. He is a Foreign Service Officer, 
class 1, who has served as consul general in Barcelona, Spain, and previous to 
that as Deputy Assistant Secretary of State for Budget and Finance. 

A plan of operation has been developed and agreements reached with the 
International Cooperation Administration, the Department of Defense, and the 
Development Loan Fund on the application of this plan to the evaluation of 
the programs administered by those agencies. Evaluation in accordance with 
this plan will be undertaken by teams. Each team will be headed by a perma- 
nent staff member of the Division of Mutual Security Evaluations, who will be 
a class 1 Foreign Service officer assigned to that Division for a regular tour of 
duty. The team will normally include a senior officer from the Department of 
Defense, either of general or flag rank, and a senior officer from the International 
Cooperation Administration of a rank equivalent to mission director. Other 
specialized personnel may be included as required. While it is not intended 
that these teams will evaluate the military assistance program’s success in 
attaining strictly military objectives, it is intended that in all other respects, 
they will make complete evaluations of economic and military programs. They 
will work as a group and not as individual specialists, but of course will bring to 
bear their specialized training and background in arriving at a joint appraisal 
of each program under review. 

The Division of Mutual Security Evaluations will be staffed on the basis of 
having in continuous operation five evaluation teams. Four class 1 Foreign 
Service officers are already on duty to act as officers in charge. The first evalu- 
ation undertaken is that of the mutual security program in Turkey. The 
team undertaking this evaluation consists of Mr. Willard F. Barber as officer in 
charge, Brig. Gen. George T. Duncan, who has been made available by the 
Department of Defense, and Mr. Lloyd K. Larson, former ICA mission director, 
who has been made available by that Administration, together with a staff 
assistant to be provided from the Division of Mutual Security Evaluations 
permanent staff. This group is already in Turkey for on-the-spot study. It is 
intended that this, as well as future evaluations, will seek to determine whether 
the program is properly conceived in terms of the U.S. objectives sought and 
whether it is being administered in a manner which results in the attainment 
of such objectives. As examples of the scope of its interest the evaluation team 
will appraise— 

(1) The adequacy of forward program planning ; 

(2) the efficiency and effectiveness of program implementation; 

(3) the adequacy of country team relationships and executive manage- 
ment; 

(4) the adequacy of host country cooperation and contribution to the 
achievement of program objectives ; 

(5) the ability or willingness of the aid recipient countries to assume a 
larger portion of the burden of the program ; 

(6) the probable trend of future aid requirements, including the possible 
elimination of all or a part of current programs; 

(7) the attitudes of host country people as distinguished from _ host 
country governments toward the program and the manner in which it is 
being administered. 

At the conclusion of the evaluation the team in making its report will include 
specific recommendations for actions to be taken where it believes corrective 
action is indicated. The Division of Mutual Security Evaluations will under- 
take to see that these recommendations are considered by the appropriate levels 
of program management, that decisions are reached thereon, and appropriate 
action is initiated. 


EXPENSES—INSPECTOR GENERAL AND COMPTROLLER 


Section 533A provides that the expenses of the Office of Inspector General and 
Comptroller shall be charged to program appropriations. The report of the 
Foreign Affairs Committee on the bill (H.R. 7500) which first proposed the es- 
tablishment of the office indicated this was done on the premise that the activi- 
ties of the office should not be undesirably restricted because of limited 
availability of funds. Therefore, no specific appropriation to finance the ex- 
penses of the office is required. 

The plan of action which T have outlined to you is based on this same premise. 
The personnel, travel and other costs of the office will be held to the minimum 
consistent with effective performance. The estimate of these costs included 
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in the fiscal year 1961 Presentation Books is $767,000 for fiscal year 1960 and 
$1,250,000 for fiscal year 1961. The distribution of these estimates by object 
class of expenditure is shown on page 144 of the Presentation Book. I should 
like to emphasize that these estimates had to be prepared before the office 
could be either fully organized or staffed and they are based on a less complete 
program of action than I have outlined to you today. It is now apparent that 
actual requirements for both fiscal year 1960 and fiscal year 1961 will exceed 
the amounts shown in the Presentation Book. 

With respect to fiscal year 1960 our present estimate is approximately 
$900,000, which represents an increase over the original estimate of $133,000. 
This increase is accounted for largely because the rate at which we have been 
able to staff the office, particularly the Evaluations Division, has exceeded our 
expectations of late 1959 and the consequent requirement for more travel funds 
than had been anticipated. In addition, the absence of precise data on overseas 
administrative support costs led to an underestimate in this category. We now 
have substantially complete data in hand. 

Insofar as fiscal year 1961 is concerned, here again the accelerated staffing 
in fiscal year 1960 has its effect. With more people than had been anticipated 
on board at the beginning of the fiscal year, Salary requirements increase. 
More important, however, is the requirement for a larger staff and provision 
for more travel than had been originally contemplated. As I indicated earlier, 
additional investigators are required. Important programs involving substan- 
tial sums of money are not now under adequate surveillance. This situation 
cannot be allowed to continue without possible serious consequences and I have 
therefore authorized the employment of five additional investigators, three of 
whom together with stenographers will be stationed at strategic locations over- 
seas. And, of course, with respect to the military assistance program only the 
completion of the overall review I have already undertaken will enable me to 
determine whether the activities of the office can be limited to liaison with the 
Office of Military Assistance, the Service Inspectors General, and the theater 
commanders or whether a more active role will be required. With respect to 
the Evaluations Division, we have found that it will not be practicable to bor- 
row staff assistants for the evaluation teams. If we are to have efficiency and 
continuity in the activities of these teams not only will the team leaders have 
to be assigned for full tours of duty but also the staff assistants. The decision 
resulted in increasing the evaluation staff from the 12 originally estimated to 
17. Finally, I envisage the need for some assistant inspectors general who 
would spend a large percentage of their time traveling, concentrating in a 
given year on countries where no audit or evaluation is planned. 

The committee will note that the financing plan for fiscal year 1961 contem- 
plates that the expenses of the office would be provided from the five major 
appropriation accounts and that the smaller appropriations would not be 
assessed. This is because the vast bulk of the activities of the office is expected 
to be associated with functions carried out under these five major accounts. 
During fiscal year 1960, however, the bulk of the expenses have been met from 
unobligated prior year funds which were continued available during fiscal year 
1960. The use of these funds kept the strain on the five major accounts to a 
minimum, although each of the five major accounts did contribute to the expenses 
of the office as shown in the table on page 141. 


CONCLUSION 


In conclusion I should like to advert to the legislative history leading to 
the establishment of this office. In House Report No. 440, dated June 5, 1959, 
the Foreign Affairs Committee stated : 

“The purpose of the new section 533A is to give a single individual with 
the necessary supporting personnel, a sufficiently high place in the executive 
hierarchy, sufficient independence from control by operating officials, together 
with sufficient authority and money to assure that he will be able to detect 
shortcomings in the Mutual Security Program and to make recommenda- 
tions for correction which cannot be disregarded by those administering the 
program and to suspend particular operations pending a decision by the 
Under Secretary.” 

In addition, the Committee of Conference on the authorization bill indicated 
their convictions that “* * * it is essential that there be an independent review 
and approval of military assistance administration and control by an official 
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outside the Defense Department hierarchy but at the same time having respon- 
sibility to see that the Mutual Security Program works effectively.” I should 
like to assure the committee that the plans for the conduct of the office are 
fully consistent with congressional intent. I report directly to the Under See- 
retary of State in his capacity as Coordinator of the Mutual Security Program. 
My staff is completely independent of the operating agencies. We are approach- 
ing our tasks uninhibited and with objectivity. The office will be fully oper- 
ational by fiscal year 1961. When I next appear before you to report on the 
activities of this office I hope that you will agree that it has at least in some 
small measure achieved the purposes which the Congress had in mind when it 
enacted section 533A. 


(Whereupon, at 4:25 p.m. the hearing was recessed, to reconvene 
at 10 a.m. Wednesday, March 30, 1960.) 
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WEDNESDAY, MARCH 30, 1960 


UNITED STATES SENATE, 
CoMMITTEE ON ForetGn RELATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:20 a.m., in room 
4221, New Senate Office Building, Senator J. W. Fulbright (chair- 
man) presiding. 

Present: Senators Fulbright (presiding), Green, Gore, Lausche, 
and Aiken. 

The CHarrman. The committee is meeting this morning to receive 
testimony from members of the public with respect to the Mutual 
Security Program for 1961. Because of the large number of indi- 
viduals who have asked to be heard, the chairman of the committee 
has asked each witness to limit his or her oral] statement to not to 
exceed 10 minutes. When 10 minutes have expired we will ask that 
the balance of the witness’ statement be put into the record. I 
should add that this will afford opportunity for members to question 
witnesses should their testimony invite further examination, 

The first witness this morning is Dr. John Melby, Director of 
Foreign Students, University of Pennsylvania. Do you have a 
written statement, Dr, Melby ? 

Dr. Metsy. I do. 

The Cuarrman. You may proceed. 


STATEMENT OF JOHN F. MELBY, DIRECTOR OF FOREIGN STUDENTS, 
UNIVERSITY OF PENNSYLVANIA 


Dr. Metpy. Mr. Chairman, I am speaking on behalf of an amend- 
ment concerning foreign student work in the United States. There 
are in this country this year approximately 50,000 foreign students 
who come from every part of the world and who are studying here in 
every conceivable discipline, every discipline that is offered by 
American education. 


FOREIGN STUDENTS IN UNITED STATES ACQUIRE ATTITUDES AS WELL AS 
TRALNING 


This number of 50,000, however, does not include the many thou- 
sands of short-term visitors, the special trainees and the armed 
services personnel who are here for special training. These 50,000 
foreign students come here for the most part because they believe 
that American training has something to offer them professionally. 
We also hope that they come here because they believe that the train- 
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ing they can get here will be of use to their own countries, partic- 
ularly those countries in the underdeveloped areas. Furthermore, 
whether they know it or not, while they are here they are also acquir- 
ing attitudes toward the United States which will affect their views 
of this country probably for the rest of their lives. 

As to the academic training they are receiving, the evidence is 
overwhelming that they are satisfied with what they are getting. 
They are getting what they came for. A recent study that we have 
made at the University of Pennsylvania shows that of our 600 stu- 
dents only 2 percent felt that they were not getting what they came 
for. What I am concerned with here this morning primarily is the 
attitudes which these people are taking back with them to their own 
countries. There is a good deal of evidence that many of them in 
their extracurricular life are not getting what they feel should be 
part of their American experience. 

This, of course, is not to say that a good deal is not done to help 
them outside the classroom and laboratory, because a great deal is, 
This is particularly true of communities which have home hospitality 
programs in which the students get into American homes. Many of 
these are tremendously effective, but many of them are not as coordi- 
nated as they should be. They need more professional guidance than 
they are getting. What the foreign student, I think, resents more than 
anything else in this country is the apathy and the indifference toward 
him of the American student. It is not a question of hostility. It is 
simply a question of being busy with other things. The pattern 
varies of course a great deal from school to school. ‘The small college 
where there is a small number of students finds it easy to integrate the 
foreign student into the campus community. There are a few large 
universities with well developed programs which can afford these 
programs which do a good job, particularly where the university is in 
a small community. It is the large university in a large urban area 
which presents the major problem, for it is most difficult to integrate 
the foreign student into the campus community. 


FINANCIAL ASSISTANCE TO UNIVERSITIES WOULD STIMULATE FOREIGN 
STUDENT PROGRAMS 


I think it would be very hard to find a university in this country 
which is not acutely aware of the problem. What needs to be done, 
the solution as to how it could be done—the problem is primarily one 
of money. It would be I think quite unrealistic considering the grow- 
ing financial pressures on all universities in all directions to hope that 
universities could do the job which they all know needs to be done. 
It is for this reason that we are looking for financial support. 

The president of the University of Pennsylvania has written to 
presidents of all universities in this country having 300 or more foreign 
students. Overwhelmingly the response except in one or two instances 
where they already are well-financed, the response was that additional 
help is needed. What the foreign student needs apart from his aca- 
demic work is within the range of more language training. 

He needs orientation to American life. He needs help on housing. 
He needs help on training in just what it means to go to school in this 
country. But I think most importantly of all he needs imaginative 
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programs which will bring him and the American student together, 
so that he feels himself a member of an academic community. 
And here is the most difficult part, because this requires personal 
lidance. It requires endless counseling not only with foreign stu- 
dents but also with American students. It is time-consuming. It 
requires more personnel than almost any university in this country 
today can afford to hire. 


FOREIGN STUDENTS ARE FUTURE LEADERS OF THEIR RESPECTIVE COUNTRIES 


I would finally make one particular point of emphasis. It is of 
course important that these foreign students go home feeling a sense 
of understanding of the United States, because | they are an elite group. 
They will be the ‘leaders i in their own countries, their own communities, 
in the years to come. 

I think it is equally important if the American student is to be a 
responsible citizen in the years to come, it is just as important that 
the American student know the foreign student as it is that the 
foreign student should know the American. And certainly any pro- 
gram should have as a primary emphasis the benefits and the enrich- 
ment which can come not only to the foreign student but also to the 
American student as well. Thank you, sir. 


AMOUNT OF FINANCIAL ASSISTANCE NECESSARY 


The Cuarrman. Dr. Melby, how much do you think would be needed 
adequately to care for this problem ? 

Dr. Mexpy. I believe that a sum not in excess of $1 million a year 
could do an excellent job. 

The CHarrman. How much of this would be paid to individual 
institutions ? 

Dr. Mery. I think it should all be made directly to the university 
or college in the development of its program, but that thereafter 
depending on the local community circumstances, the university could 
give part, let’s say, to an international house in the community, which 
is already doing part of the job for the university. No grant should 
be made to universities except on the basis of detailed and well- 
thought-out plans. 

The CuatrmMan. Do you anticipate any of the money being given 
directly to the student ? 

Dr. Metsy. None at all. 

The Cuarrman. Only tothe university ? 

Dr. Mepy. Only to the university. 


UNIVERSITIES WOULD PUT UP EQUIVALENT FUNDS 


The Cuarrman. Should it be on a matching basis? 

Dr. Metpy. Yes, I believe certainly the university should. 

The Cuatrman. In other words we should give to the university 
only what they are willing to match? 

Dr. Metny. That is correct, sir. 

The Cuatrman. And could you give us some idea of what a uni- 
versity like your own, the U niversity of Pennsylvania, would need to 
do this job properly ? 








MUTUAL SECURITY ACT OF 1960 


442 





Dr. Mersy. I think, considering the level of our present budget, that 
the University of Pennsylvania could do an excellent job with an addi- 
tional $25,000 to $30,000 a year. This would be for our 600 foreign 
students. 

The CuarrMan. So that the amount would have a direct relation- 
ship tothe number of foreign students / 

Dr. Mevsy. Oh, ves. 

The Cuarrman. And you suggest that we should have in the law a 
matching provision / 

Dr. Mevsy. Indeed I do, sir. 

The Cuatrman. And the million dollar figure you cited is the 
upper limit of the necessary amount ? 

Dr. Metsy. That is right, that is correct. 

The Cuamman. How many institutions have 300 or more students? 

Dr. Metsy. 25, and then there are another 30 or 40 which would 
have in the range of 150 to 300. Then there are many which have 
smaller numbers, too. 

The CuarrmMan. The university would receive this money directly, 
and would of course be responsible to the Government for application 
of the funds to the purpose of helping foreign students. 

Dr. Mevsy. That is correct, sir. 

The CHarrMAN. Senator Green, do you have a question ? 


EXTENT TO WHICHE FOREIGN STUDENTS PAY THEIR OWN ACADEMIC 
EXPENSE 


Senator Green. I would like to ask some questions. Is it antici- 
pated that the student pay anything ? 

Dr. Metsy. The student pay anything? No, except as he is paying 
his tuition in the university, of course. 

Senator Green. Is there anything being paid on his behalf by 
outsiders ? 

Dr. Merrsy. Iam sorry, sir, I didn’t understand. 

Senator Green. Does he have resources outside of the university 
where he is studying? The university gives him a fellowship, does it 
not? 

Dr. Merry. Yes. 

Senator Green. Then he doesn’t pay the university anything. 

Dr. Metsy. No, except that at least 40 percent of all the foreign 
students in this country are here entirely on their own resources. 
Only about 5 percent are on United States Government grants. An- 
other 5 percent are on foreign government grants, and the balance a 
combination of either private organization, U.S. Government or their 
own resources. 

Senator GREEN. Does your proposal take all that into account ? 

Dr. Metpy. Yes. 

Senator GREEN. In what way ? 


STUDENTS IN THE UNITED STATES ON THEIR OWN RESOURCES NEED 
EXTRACURRICULAR PROGRAM 


Dr. Mertsy. It is our belief that those who are here on U.S. Govern- 
ment grants are getting a good deal of help. They are getting very 
comprehensive orientation courses. It is the 40 percent who are here 
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entirely on their own resources for whom very little is done, who need 
the help, particularly in language training and in orientation. 

Senator Green. Would the payment go to the student himself? 

Dr. Metry. No. 

Senator GREEN. Or to the university ? 

Dr. Metsy. Directly to the university. 

Senator Green. In what proportion of these cases would payment 
be made to the university ¢ 

Dr. Metny. All payments would be directly to the university. 

Senator GrEEN. How much is presently paid to universities for 
foreign student programs ? 

Dr. Metsy. On this program none is paid now. I mean any pro- 
grams that exist are entirely financed—— 

Senator Green. In the program you are proposing how much would 
be put up by the Government and how much by the school ? 

Dr. Metsy. About half would be paid to the university by the Gov- 
ernment. The other half would come from university sources or from 
private donation, roughly, depending upon the circumstance at a 
given university. 

Senator GreEEN. What are the circumstances and who judges these 
circumstances ? 

Dr. Metsy. The agency of the Government which would be respon- 
sible, whatever that might be, or if the particular governmental 
agency decided to subcontract it, as in the case with scholarships, the 
Institute of International Education actually makes the grants. 


RELATIONSHIP BETWEEN STUDENTS’ EXPENSES AND PROPOSED PROGRAM 


Senator GrEEN. Suppose a student is worthy but impoverished, and 
he makes application to one of these universities. How does he go 
about making financial arrangements, and is he provided for under 
your program ? 

Dr. Metsy. This program that we are proposing would provide 
nothing for the student in the way of scholarships or direct financial 
assistance to him. ‘This would only be for the expenses of the univer- 
sity in administering an overall extracurricular program. 

Senator Green. Then the university would get a certain amount 
of outside assistance from the Government without regard to the 
amount of academic expenses that it receives from the students who 
will benefit from the program. 

Dr. Metpy. Yes. There would be no relationship there in that, 
because what the university gets from the student is in the form of 
tuition, either from the students’ own resources or from scholarship 
that he may have from whatever source. 

Senator Green. The program would not affect the amount which 
the student pays to the university. 

Dr. Metsy. This would not affect what the student pays to the 
university at all. The student pays the university his tuition for 
whatever work he is taking, but under this proposal this would be 
payment directly to the university for the administration of outside 
extracurricular activities, apart from his academic instruction. 

Senator Green. A good many of these universities, I think prob- 
ably most of them, have scholarships for foreign students, do they 
not ? 

53356—60-——29 
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Dr. Metpy. Yes. 

Senator Green. But the scholarship program would bear no rela- 
tion to this plan of yours. 

Dr. Merpy. There is no relationship between the scholarship and 
this particular proposal, This is not concerned with the scholarship 
program at all. This is concerned with an extracurricular program 
of the student’s activities either on the campus or in the community, 
which have no direct relationship at all to what he does in the class- 
room or laboratory, in his actual schoolwork. 


NUMBER OF FOREIGN STUDENTS DETERMINES NEED FOR SPECIAL PROGRAM 
AND ASSISTANCE 


Senator Green. What conditions as to number of foreign students, 
etc., are there before the university gets the contemplated amount of 
money ? 

Dr. Menpy. I don’t think there should be necessarily any rigid limi- 
tation where a small college has, say, only five foreign students, as, 
say, a place like Haverford. It will not really need any kind of pro- 
gram. It will not need any assistance because their 5 students out of 
400 are automatically integr ated with the entire campus community. 
There is no problem. Probably you would have very few schools 
needing assistance unless they had 50 or more foreign students, and 
the larger the number, the gr eater the need, of course. 

Senator Green. Have any tables been prepared showing what the 
need would be in each case ? 

Dr. Metsy. No. I think it would have to be on the basis of any 
given college or university submitting to the Government or the ad- 
ministering agency a specific program, and demonstrating that there 
was a need, because you might have—I can think of one university, 
for example, which has one of the largest numbers of foreign students, 
which now has the kind of program that would need very little help. 
Yet you might have another college with only half that number which 
would need more help. 


GOVERNMENT AGENCY TO BE RESPONSIBLE FOR PROPOSED PROGRAM 


Senator Green. Who is to judge the amount of help necessary for a 
particular university ? 

Dr. Metsy. The administering agency of the Government, whatever 
that might be. 

Senator Green. What is that agency ? 

Dr. Metsy. This I think would be for the Congress to decide what 
it would be. It might very well be the State Department. 

Senator Green. How would it be decided which agency should be 
responsible for the program ? 

Dr. Mexsy. I think that would be for the determination of the 
Congress. I think probably it should be handled through the De- 
partment of State, which now does handle most of the existing foreign 
student program. 
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PROPOSED LEGISLATION FOR PROGRAM 


Senator GREEN. You have in mind certain legislation which you are 
advocating, have you not ¢ 

Dr. Metsy. That is correct, sir. 

Senator Green. In that legislation, how is the agency determined ? 

Dr. Mexsy. It is not provided in there what the agency shall be. 
This is an amendment which was introduced by Senator Fulbright 
the other day. 

Senator Green. I would be glad to have the specific information. 

Dr. Mersey. It is simply an amendment which provides I believe for 
a modification of the Smith-Mundt Act of providing for Federal 
assistance to colleges and universities on the basis of demonstrated 
need. I believe that is as far as the proposal goes now. 

Senator Green. What are some of the conditions that vary from 
university to university ¢ 

Dr. Metsy. I think universities such as the University of Michigan, 
which is in a small community where the university is the entire 
community, much less is needed than say a place like Columbia Uni- 
versity, which is located in the middle of a major urban area. Much 
more 1s needed in order to integrate the student. 

Senator GREEN (presiding). Could you state afresh what exactly 
the proposed legislation would provide / 

Dr. Metsy. This proposal would be for a Federal subsidy to Ameri- 
can colleges and universities having foreign students for extracurric- 
ular activities on the campus, not the academic work, in order to help 
broaden the American experience of the foreign student. 

Senator Green. I understand the objective. Now what specific 
conditions are attached before the Government would help a uni- 
versity in that way / 

Dr. Metsy. The condition would be that whatever the administer- 
ing agency of the Government is, is satisfied that in the particular case 
aneed exists for Federal help. 

Senator Green. Then there are no specific conditions laid down 
which the university must satisfy ¢ 

Dr. Metzy. The amendment as introduced does not include any con- 
ditions, but it would be I think for the agency of the Government to 
determine when there was a real need for this, such as the fact that 
the university did not itself have the financial resources to pay for 
the program. 

Senator Green. Should it not be determined in the legislation which 
Government agency is to be responsible for the program ¢ 

Dr. Metpy. That is right. 

Senator Green. But, as I understood you, it is not determined by 
the legislation to which you are referring. 


STATE DEPARTMENT TO WORK OUT DETAILS OF PROPOSED PROGRAM 


Dr. Mexsy. It is in there that it is determined as the Department 
of State. What the Department’s attitude is, | do not know. It 
would be determined as I understand it by the Department of State 
or the Department in its discretion I believe might have a contract 
with a private organization, for example, the Institute of Inter- 
national Education, which now handles the scholarship program of 
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the Government, a contract that it would be responsible for deter- 
mining when there was a need, and this organization in turn would, 
of course, report back to the Department of State. 

Senator Green. I think you have made very clear what the purpose 
of the program is, and it is certainly a worthy purpose. But a great 
deal seems to be left to be determined later as to the provision for 
carrying out the program. 

Dr. Mersy. I believe the administering agency would have to work 
out in much more detail than can be put in the legislation the specific 
kind of programs. The Congress could include subsequently such 
conditions as it wishes. 

Senator Green. Then if Congress passes the legislation you ask for, 
the actual details of the program will be worked out by the Depart- 
ment of State. 

Dr. Metey. Yes. 

Senator Green. Senator Gore, have you any questions to ask? 

Senator Gorr. No questions. 


PERCENTAGE OF FOREIGN STUDENTS WHO NEED EXTRACURRICULAR PROGRAM 


Senator Lauscue. I would like to ask a question or two. You 
calculate that there are 50,000 foreign students in the country now; 
is that correct ? 

Dr. Metsy. That is correct, Senator. 

Senator Lauscue. And you consider that 40 percent of that 50,000 
fall into the category which you describe as requiring help in 
orientation ? 

Dr. Merny. They all need help in orientation, but the 40 percent 
is here entirely on its own resources. Therefore, those who are here 
for example on U.S. Government grants are required to take a 6 weeks’ 
orientation course before they actually start school, so that they are 
well prepared. But it is the others who are not. 

Senator Lauscue. You are urging this directive mainly for the 
purpose of helping these 20,000 who are here paying their own tuition 
and their own housing expenses and otherwise. 

Dr. Metsy That is correct, sir, and who are getting no help of any 


kind. 


NUMBER OF FOREIGN STUDENTS AT VARIOUS SCHOOLS DETERMINES PROBLEM 


Senator Lauscue. Now then, you have 600 foreign students at your 
university ? 

Dr. Metzy. That is correct. 

Senator Lauscue. Is there any university in the country that has 
more than you ? 

Dr. Metpy. Oh, yes; 9 or 10 have more. The largest number is at 
the University of Michigan, with I believe this year about 1,700. 

Senator Lauscue. And, in your view, the larger the number of 
students the graver the problem of orientation. 

Dr. Metsy. That is correct. 
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SPECIFIC COMPLAINTS OF DISSATISFIED STUDENTS 


Senator Lauscur. Now then, you say that of the ng students in 
your university, all of them express satisfaction except 2 percent. 

Dr. Metsy. With their academic training. 

Senator Lauscue. Would you mind telling us what was the com- 
plaint of this 2 percent about the academic training which you gave 
them ? 

Dr. Meter. For the most part it was a misunderstanding as to what 
the course was. This has been particularly true of some of our medical 
students, who thought they were coming for one particular course, 
and then it turned out to be something else. It was not that they 
thought the education was bad. Just that it was not what they 
thought they needed. 

Senator Lauscue. That is, the complaint wasn’t about the political 
situation ? 

Dr. Metspy. Oh, no, sir. 

Senator Lauscur. Was there complaint about social acceptance ? 

Dr. Metpy. Yes; on the basis not of hostility but that the American 
is so preoccupied with his concerns, with his own interests, that he 
just doesn’t have time to give to these foreign guests of ours. 

Senator Lauscue. Now then, with respect to your students who are 
natives of our country, do you also have orientation departments and 
guidance ? 

Dr. Me.sy. There is orientation for the undergraduates when they 
first arrive as freshmen, but not for the graduates, no. 

Senator Lauscue. Then, to a degree, American students have that 
same problem. 

Dr. Meipy. Yes. 

Senator Lauscuer. At first they find it difficult to adapt themselves. 

Dr. Metsy. Much, much less of course because they are accustomed 
tothe American educational system. 


FINANCIAL ASSISTANCE NEEDED AND USES TO WHICH IT WOULD BE PUT 


Senator Lauscnr. Now then, you say the main problem is one of 
money as far as the universities are concerned 

Dr. Meey. That’s right. 

Senator Lauscue. And you feel that with 600 students, you will 
need $30,000. That would be about $50 per student. 

Dr. Mersy. For our university ; yes. 

Senator Lauscur. For what purposes would you use the $30,000? 

Dr. Metsy. At the University of Pennsylvania I think about half 
of it would be as a subgrant to the Philadelphia International House, 
which not only works with our students but all the students in the 
Philadelphia area, and which does an excellent job. The balance 
would be used mostly for additional personnel in my office in order 
to improve our counseling system, to set up our own orientation pro- 
gram and to help in En glish language training. 

Senator Lauscue. What would this counseling ¢ agency that you now 
have do with the $15,000 that would go to it ? 

Dr. Metsy. This would be mainly for additional personnel to do it. 
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Senator Lauscue. I see. So you contemplate getting additional 
personnel, and you expect the counseling and or ientation agency also 
to get additional personnel. 

Dr. Mexsy. That is correct. 


LEGISLATIVE PROVISIONS FOR PROPOSED PROGRAM 


Senator Lauscur. Now then, the legislation provides that the 
moneys shall be administered by the Secretary of State; is that right? 

Dr. Mery. Yes. 

Senator Lauscne. And it provides further that there shall not be 
granted to any institution a sum to exceed $100 per foreign student ; 
is that right? 

Dr. Metsy. This I consider an outside limit. Probably very few 
universities could use that much wisely. 

Senator Lauscue. Is this figure in the legislation the product of 
discussions that you and others interested in the subject have had 
with Senator Fulbright or the members of this committee? 

Dr. Merry. That is correct. 

Senator Lauscner. Now then, do you feel that the overall need will 
remain at this figure of $1 million ? 

Dr. Mersy. I think it will depend upon what happens to the num- 
ber of students coming here. There has been a tendency for the 
numbers to increase steadily in the last 10 years. 

On the other hand, I also think that even though the numbers in- 
creased, that as programs are built up, and we acquire more and more 
experience on how to handle them, that they can be handled with less 
personnel than is true right now. 

Senator Lauscue. But you feel rather certain that on the basis of 
50,000 students, 40 percent of whom are self-sustaining and who have 
the problem of sinpting themselves, a million dollars would be 
adequate for this year? 

Dr. Metpy. Yes. 

Senator Lauscug. Do you calculate that a million dollars, unless 
there are changed conditions, would also be adequate in future years? 

Dr. Merry. I do, Senator. 

Senator Lauscue. I think that is all. 

Senator Green. Dr. Melby, do you have anything to add to your 
testimony ¢ 

Dr. Metsy. No, sir. 

Senator Green. Thank you. 

(The complete statement referred to follows :) 


STATEMENT BEFORE THE FOREIGN RELATIONS COMMITTEE OF THE UNITED STATES 
SENATE BY JOHN F. MELsBy, DIREcTOR OF FOREIGN STUDENTS, UNIVERSITY OF 
PENNSYLVANIA 


This year approximately 50,000 foreign students are enrolled in American 
colleges and universities. (This figure, incidentally, does not include short- 
term visitors from abroad, certain categories of specialized trainees, medical 
residents, or armed service officers.) These 50,000 young men and women come 
from almost every geographical division of the globe; they are studying in every 
discipline offered by American education. They remain here for periods of 
1 year to 5 or even more. The number has been increasing steadily since the 
end of World War II. 

They come here for the most part because they believe American training will 
increase their professional competence. Hopefully, many of them, especially 
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from underdeveloped areas, also believe this training will be useful in the 
development of their own countries. And, whether they realize it or not, they 
are acquiring attitudes toward the United States which will inevitably affect 
what they think of us for the rest of their lives. 

All available evidence indicates that the overwhelming majority of these 
students are personally satisfied with their academic training. For example, 
in a study we are just completing at the University of Pennsylvania of our 
600 foreign students, only 2 percent expressed dissatisfaction. 

I am concerned here with the attitudes toward the United States which these 
students are taking home with them. They are students who have been care- 
fully selected for U.S. or foreign government or private organization scholar- 
ships, or they have had some special incentive to come here on their own 
resources. Over 40 percent are entirely self-supporting. They must be assumed 
to be an elite group within their own countries and potential leaders in their 
professions, or in public affairs. What they think of the United States will be 
listened to by their fellow countrymen not only because of their position in 
their societies, but also because they have been here. It would be impossible 
to overestimate the influence these thousands upon thousands of young people 
will have on what the rest of the world thinks of the United States in the 
years to come. 

There is abundant evidence that the extracurricular and community life and 
experience of many of these students all too frequently result in a lack of 
understanding of us or even of downright unfriendliness. I am sure we all 
know of specific instances of overtly bad treatment; it is attributed to the 
maturity of these students how frequently they understand how such things 
can happen and make allowances for them. More widespread and insidious, 
however, is American indifference and apathy toward our foreign guests. This 
they deeply resent. 

I do not for a moment mean to suggest that nothing is done to make the over- 
all American experience of the foreign student as meaningful as possible. 
Actually, a great deal is done. This is especially true of many communities 
which have extensive home hospitality programs which many students find 
among the most rewarding parts of their American experience. Some of this 
community effort, however, is not as effective as it should be for lack of proper 
direction which can best come only from the college or university because it 
has the most direct contact with the students. For the most part, the coordina- 
tion of volunteer offerings must be done on a professional basis. 

The small school in a college town with a limited number of foreign students 
generally does a good job because the foreign student can be almost automati- 
cally integrated into campus life with ali other students. A very few large 
universities have also done excellent work where they have had the financial 
resources to do so. Also the large university in a small community has an 
advantage because all students are necessarily thrown closer together. A 
very high proportion of foreign students, however, attend schools, large and 
small, in major urban areas. Students in these schools are the real problem. 

It would be difficult, I suspect, to find a college or university which is not 
acutely aware of its problems with foreign students, of the indicated solu- 
tions, and of the responsibility which the educational community has in this 
important field. The problem is one of money. The steadily mounting finan- 
cial demands on all institutions of higher learning are so great in every direction 
that it is quite unrealistic to hope that more than a small number can do the 
job they know needs to be done. 

In order to make sure that the situation of the University of Pennsylvania 
is not unique in this respect, our president, Dr. Gaylord P. Harnwell, recently 
wrote to the presidents of universities having 300 or more foreign students 
for their reactions. So far, the replies from the University of Michigan, Indi- 
ana University, Stanford, New York University, University of Wisconsin, 
University of Washington, Boston University, University of Texas, American 
University, University of Kansas, Michigan State, and Columbia have agreed 
with our estimate. Only Harvard and Cornell found themselves in a relatively 
favorable position. Several schools with smaller enrollments have also 
indicated a need for help. 

The foreign student needs a number of things. Altogether too frequently 
he needs help with his English. He needs an adequate orientation to American 
life and to just what it is like to go to school in this country. Not more than 
10 percent get it now. During his time here he needs personal and time con- 
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suming individual counseling from persons whose experience enables them to 
understand his special problems. In a very real sense, the most important 
thing he needs is to be integrated into campus and academic life. We find 
that the greatest single complaint of the foreign student is that he is made 
to feel an outsider—not deliberately but simply through the indifference and 
apathy of the American student. 

Although it is unlikely that all American students can be indoctrinated with 
a passionate interest in foreign students, a great many do develop this inter- 
est as it is brought to their attention and as they are shown how to go about 
it. This calls for imaginative programs of bringing American and foreign 
students together, both individually and collectively. I have been amazed in 
my own experience at the number of Americans to whom this has happened 
and who have subsequently told me that they found this experience among the 
most stimulating of their college years. 

To do this job adequately takes professional people and administration 
which all cost money, although for the anticipated return the amount would 
be small. This money could be administered directly by the institution for its 
own intramural programs, or it could be divided between institutional pro- 
grams and community organizations as experience in the particular circum- 
stances indicate. It should certainly be granted only on the basis of well 
conceived and developed plans, and there should be contributing university 
funds in amounts depending on the situation of the particular institution. None 
of it should be paid to students for their own expenses; rather it would 
defray costs of university programs outside the classroom and laboratory 
designed to help the student acquire the broad contact with American life 
without which his view of us will inevitably be distorted and parochial. 

To me, one other aspect is just as important as the foreign student. If 
young Americans are to become responsible citizens, they need to know the 
foreign students just as much as the latter need to know Americans. Only 
programs which place primary emphasis on this mutual enrichment will succeed. 


Senator Green. The next witness is Mr. Fred C. Foy, president 
of Koppers Co., Inc., Pittsburgh, Pa. Mr. Foy, we will be glad to 
hear from you now. 


STATEMENT OF FRED C. FOY, PRESIDENT, KOPPERS C0., INC. 


Mr. Foy. Mr. Chairman, my name is Fred C. Foy. I am chairman 
and president of Koppers Co., Inc., Pittsburgh, Pa. My company is 
a very diversified one, as it serves a broad range of industries. One 
of our major divisions is a leader in the engineering and construction 
of steel mills and all allied components. Our engineering and con- 
struction division has had wide experience in designing and construct- 
ing such facilities not only in the United States, but also in many 
foreign countries, and in addition to building such facilities abroad, 
we have had a number of contracts to provide know-how on manage- 
ment, production, and marketing, as well as the opportunity to help 
train the staffs of such foreign facilities in the management and opera- 
tion of those enterprises. 

With this background, we would like to tell your committee today 
something about how our Government’s foreign aid program is work- 
ing practically as we are witnessing it currently in one particular 
country. We believe this experience will help demonstrate to the 
committee how the intent of the Congress that our Government 
agencies and American private enterprise work together to aid less 
developed counties is being carried out. 
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FOREIGN AID PROGRAM IN TURKEY—STEEL MILL PROJECT 


Senator Green. Would you name that country ? 

Mr. Foy. Turkey, sir. 

It illustrates how the principle of private enterprise is a fos- 
tered concurrently with giv ing assistance to other countries in devel- 
oping their economies and raising their standards of living. 

The specific project to which I refer is for the construction of a 
new integrated steel mill for Turkey, our most steadfast and our 
strongest mally i in the Middle East. 


EXISTING MILL OWNED AND OPERATED BY GOVERNMENT 


Turkey’s major industrial growth has been fostered by its Govern- 
ment largely because of a short tage of both private risk capital and 
experience needed to undertake the nec essary huge expenditures for 
basic industries such as steel and cement, for transportation facilities, 
and for power generation. The existing steel mill in Turkey is owned 
and controlled completely by the Government. It was their intention 
that a contemplated second integrated steel mill also would be owned 
and operated by the Government. However, because of the combined 
efforts of the Development Loan Fund and a group of American com- 
panies, this new $200 million mill if it goes forward will be owned and 
controlled by private enterprise in a countr y where government own- 
ership and control of such heavy industry has been the practice. 


NEED FOR SECOND INTEGRATED STEEL MILL 


In November of 1958, Koppers was commissioned by the Turkish 
Government to make a survey of the economic and technical possi- 
bilities for a second integrated steel mill in Turkey. After a thorough 
study of all technical, financial, market, and raw material meer 
a report was submitted to the Turkish Government on September 1, 
1959. This report indicated that: (1) by 1963 there would be an 
overall demand in Turkey for at least 1,245,000 metric tons; (2) the 
existing mill at Karabuk, which makes primarily structural products, 
would have a capacity after completion of its expansion program of 
600,000 metric tons of finished products; (3) the need in Turkey was 
for a new mill to produce flat products such as plates, sheets, coils, 
skelp, and the like; (4) in its first stage, the new plant should produce 
268,000 metric tons of finished products, and be planned for expansion 
to 470,000 and 1 million metric tons in its second and third stages, 
respectively. 

In September, soon after the report had been received by the Turkish 
Government, the Minister of Economy and the Minister of Industry 
and Secretary General of the Foreign Ministry for Economic Affairs 
met with the Managing Director of the Development Loan Fund, 
Mr. Vance Brand, to inquire whether the Development Loan F und 
would be willing to consider this second integrated steel mill as 
another 100 percent government-owned plant. 


ADVANTAGES OF PRIVATE OWNERSHIP AND OPERATION 


In the course of this conversation Mr. Brand discussed with them 
at some length the values inherent in private ownership and operation 
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of such a mill; the possibilities of interesting American private in- 
vestors in a part of the equity participation; and the fact that a 
private enterprise approach would fit more closely into the congres- 
sional direction to American lending agencies to stimulate private 
enterprise wherever practical in development activities throughout 
the world. 

The Turkish representatives expressed a sincere interest in such 
an approach, advised that they would welcome American partici- 
pation in a project of this type in Turkey, but stated that because no 
project of this magnitude existed in the private sector in Turkey they 
would have to have assistance from the Development Loan Fund in 
bringing this about. 

After further consideration, the Turkish Prime Minister and his 
associates agreed with Mr. Brand that a private-enterprise approach 
to this second steel mill might well have many values to the Turkish 
economy, and they advised Mr. Brand that they would undertake to 
see how one might be developed. 


AMERICAN FIRMS AWARDED CONTRACTS TO FINANCE, CONSTRUCT, AND 
EQUIP NEW PLANT 


During the month of September while the Turkish officials were in 
Washington, Koppers representatives met with them to discuss the 
project. Koppers was later joined by representatives of Westinghouse 
Electric International Co. and Blaw-Knox Co., in discussions with the 
Turkish officials concerning the construction and financing of the new 
steel mill. 

These discussions culminated in the signing of a letter of intent on 
November 11, 1959, in which the Turkish Government agreed to 
award to Koppers, Westinghouse, and Blaw-Knox a contract for 
engineering, procurement, construction supervision, and certain equip- 
ment for the new plant. As part of their responsibility under this 
letter of intent, the three United States suppliers agreed to work with 
the Government of Turkey to work out a plan for a corporate struc- 
ture and financing for the project. It was agreed that this plan would 
include not only the Turkish private and public sector, but also pri- 
vate investors from the United States. The three United States sup- 
pliers agreed further to take a substantial equity interest in the new 
company when formed. 

Representatives of Koppers, Westinghouse, and Blaw-Knox pro- 
ceeded to Ankara, Turkey, arriving on November 22, 1959. After a 
week of meetings, a protocol was signed on November 29 which 
formalized the letter of intent, establishing that Koppers, Westing- 
house, and Blaw-Knox would provide at least $10 million of equity 
capital in kind, and establishing the general rules for the formation 
of the new steel company. 

A representative of the Chase International Investment Corp. ac- 
companied the American group to investigate the possibility of private 
investment by Chase and by other private U.S. investors. He went 
along to see what could be done to interest other American private 
investors. 

Just prior to the group’s departure from Ankara, they were advised 
that the Turkish Cabinet had met on November 29, and approved the 
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principle that the material, equipment, and supplies for the new steel 
mill will be exempt from import duties. 

On January 5, 1960, the Turkish officials notified the Development 
Loan Fund and the American group that the protocol had been ratified 
by their Government. Upon receiving this notification, the Manag- 
ing Director of the Development Loan Fund, his chief engineer, and 
loan officer joined the American group in Turkey to determine the 
orocedures to be followed and the additional information that would 
be required before they could consider a loan for this project. 


LEGAL PROVISIONS FOR OWNERSHIP OF NEW STEEL COMPANY 


During this visit the Koppers group and the Turkish officials 
worked out the details of a founders’ agreement for the proposed 
Turkish steel company, articles of association of the company, and the 
draft of a special law which would have to be passed by the Turkish 
Parliament before the new company could be formed. The founders’ 
agreement and the articles of association were signed by representa- 
tives of the founders on February 9, 1960. On March 8 we were ad- 
vised that the special law had been passed by the Turkish Parliament. 

Among other things, these documents provide and the law makes 
possible the formation of a new Turkish steel company, which will be 
controlled by the private sector. It is contemplated that the total 
equity capital will be $51,250,000 of which the Turkish public sector, 
mostly the Government, wil! subscribe to $24 million (before disposing 
of any of its stock), the Turkish private sector $11 million, and the 
U.S. private sector $16,250,000 (when all debentures with warrants 
are converted to common stock). Although the Turkish public sector 
will own about 47 percent of the stock, one-half of their stock will be 
preferred stock with only one vote per share, whereas the balance of 
the stock will be common stock with two votes per share. The public 
sector will, therefore, only control 40 percent of the voting power. 

The documents I mentioned previously also provide that the Turkish 
Government eventually, snalabhe mostly after the mill gets operating 
and shows that it is a good going business, will dispose of 100 percent 
of its participating interest in the new steel company. A definite 
formula for the disposal of the stock has been worked out, also mak- 
ing it an obligation of the board of directors of the new company to 
see that the stock owned by the public sector will be sold completely 
to private interests. 


PARTICIPATION EXPECTED FROM TURKISH PRIVATE SECTOR 


It is too early to tell the extent of participation that will be obtained 
from the Turkish private sector. Our latest advice is that the equiva- 
lent of $5 million in Turkish liras had already been subseribed, even 
before the new company has been formed, and subscriptions are 
continuing to be filed. It is expected that this total will reach a mini- 
mum of $11 million. It is interesting to note that a cooperative asso- 
ciation has been formed among the employees of the existing steel mill 
at Karabuk, and that they expect to subscribe for TL5,000,000 
($550,000). 

The Turkish businessmen and other investors who are associated in 
any way with the development of this new Turkish steel company, are 








454 MUTUAL SECURITY ACT OF 1960 


very proud of their participation. They expressed great interest in 
this combined effort of the U.S. Government and American private 
industry in helping to make it possible for this new tool for their in- 
dustrial development to be owned and operated as a private enterprise. 
They view this undertaking as the first major step in the development 
of a more important role for private investors in the financing of new 
industries. 

We three American suppliers, Koppers, Westinghouse, and Blaw- 
Knox, are likewise very pleased to have the opportunity to participate 
with the Turkish Government and its people, and the Development 
Loan Fund, in bringing this vitally needed facility to Turkey. We 
are very pleased that we will have a financial interest in this new 
Turkish steel company as we believe that the combined experience 
and knowledge of Turkish and American businessmen can result in the 
establishment of an economically sound and profitable enterprise. 

It has been very helpful that the Chase International Investment 
Corp. has been carefully studying the new Turkish mill as an invest- 
ment possibility. From a financial point of view, Chase has made 
some extremely valuable suggestions, making this venture attractive 
to American investors interested in the international field. 

We are confident that with the combined strengths of the Turkish 
and United States private and public sectors brought to bear upon the 
undertaking, this large-scale privately operated venture will have im- 
portant long-range benefits for the Turkish Government, the Turkish 
people, and the Turkish economy. 

We »re also confident that this investment in private enterprise in a 
strongly pro-Western ally will be wise not only from an economic 
standpoint, but from a political viewpoint as well. 


COMBINED GOVERN MENT AND PRIVATE EFFORTS PROVIDE GOOD EXAMPLE FOR 
TURKEY 


I would like to add one thing to my written statement, Mr. Chair- 
man. We observed in India in construction of a steel mill there that 
the Russian Government has put a very strong team into the field to 
build this mill, a team that is well informed both from the construc- 
tion point of view, and in respect to the Russian general political and 
ideological point of view. We think that in this Turkish activity that 
I have just described to you, that the combination put forward by the 
American Government and American business in a sense represents 
our first team. We think we have done a very good job here, showing 
the Turkish Government and people how governments and private in- 
dustry can work together to develop a country. 

We propose as this goes forward, if and when a loan should be 
granted to make it possible, to keep a first team in this field and to 
demonstrate as has been done in other areas of the world that our 
Government and our industry know how to work together to bring 
about developments in countries that are seeking development. 


COMPARATIVE SIZE OF LOAN AND AMOUNT TO BE SUBSCRIBED BY PRIVATE 
TURKISH INVESTORS 


Senator Green. This is a very fascinating enterprise. Is it the 
largest of its kind for Turkey ? 
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Mr. Foy. This mill will be somewhat larger than their first mill; 
yes, sir. 

Senator Green. And is it the largest loan of its kind in which the 
United States has participated ¢ 

Mr. Foy. No. I don’t think so, sir. We have participated in the 
construction of integrated steel mills in Brazil, in Chile and a number 
of other countries. I think the Export-Import Bank has made loans 
which would approach this in size. 

Senator Green. Were the other projects financed on the same basis 
as this? 

Mr. Foy. In most. of those cases, not all, they have been made on a 
private enterprise approach, I think this is the most outstanding 
example of its kind, of American private enterprise and American 
Government lending agencies working from the outset to set up a 
privately owned structure. 

Senator GreEN. How large an amount of the private investment 
can be expected to come from Turkish investors ? 

Mr. Foy. We estimate that the Turkish private investors will be 
able to put in at least $11 million of the $50 million of total equity 
that will be required at the outset. We estimate also later when the 
mill gets going that Turkish investors over a period of time will prob- 
ably be able to absorb the bulk if not all of the Government. $24 mil- 
lion of original equity. 

Senator GREEN. The private interests might absorb the Govern- 
ment’s part, but is there any chance that the Government will absorb 
the holdings of the private sector ¢ 

Mr. Foy. Under the agreement. we have entered into with the 
founder’s agreement of this country, the Government has agreed that 
over a period of years it will under a formula worked out by the agree- 
ment, divest itself of its holdings and will not at any time acquire addi- 
tional holdings. 

Senator Green. That agreement is in the process of being arranged ? 

Mr. Foy. Yes, sir. It is now in the process of being arranged, the 
Turkish Government has agreed to this, to a formula worked out. be- 
tween the Turkish Government, the Development Loan Fund repre- 
sentatives and ourselves, and they have ratified that agreement. 

Senator Green. Thank you very much. Mr, Lausche, have you any 
questions ? 

COST AND FINANCING OF THE PROJECT 


Senator Lauscuer. What is the estimated cost of the entire project ? 

Mr. Foy. Including working capital, about $200 million. The 
actual construction cost is in the area of $185 million. 

Senator Lauscuer. $185 million is construction costs, and what is 
represented by the other $15 million ¢ 

Mr. Foy. Working capital. 

Senator Lauscne. How much is the Development Loan Fund put- 
ting up ? 

Mr. Foy. This is as yet undetermined. The total hard money 
which will be required will be in the neighborhood of $145 million of 
the total. The balance will be Turkish funds for local Turkish public 
works, construction labor, and so forth. We are undertaking work on 
several things with the Development Loan Fund. One, we are anxious 
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to try to put some parts of this, those parts that we regard as common 
things like slag cars, small motors, small cranes in the OEEC countries 
provided we can find work with them to develop suitable financing, 
and it would be our hope that about $20 to $25 million of it could be 
placed in the OEEC countries. 

Senator Lauscue. I would like to get this capital structure first. 

Mr. Foy. Yes. 

Senator Lauscue. Do you feel that about $145 million will be put 
up by the Development Loan Fund? 

Mr. For. No, sir. The total hard money required will be about 
$145 million. The American private investors will put up about $15 
million of that. We hope to get from the OEEC countries, and I 
stress the word “hope” because it is a matter of working out the 
financial arrangements on some longer term basis than has been their 
custom, we hope to get somewhere between $20 and $25 million. The 
balance, which would probably be in the area of $105 to $110 million 
presumably would have to come from the American lending agency. 
Whether it would all be Development Loan Fund, whether finally the 
Development Loan Fund working in conjunction with the Export- 
Import Bank might divide this up between them yet remains to be 
determined. 

Senator Lauscusr. Now then, $145 million in hard cash ? 


Mr. Foy. Yes. 


INVESTMENT OF THREE AMERICAN COMPANIES TO COME OUT OF FEES 
AND PROFITS 


Senator Lauscue. Taken from $185 million means that you would 
have to get $40 million in other sources. How much are your three 
participants from this country putting in ? 

Mr. Foy. The three American companies are putting in $10 million 
of the $15 million which we expect to get from the U.S. investors. 
Chase International Investment Corp. is undertaking to raise the 
other $5 million independently. 

Senator Lauscue. This $15 million will come from private investors 
in the United States ? 

Mr. Foy. That is correct, Senator. 

Senator Lauscue. How much of it will be subscribed by these three 
companies which you identified. 

Mr. Foy. $10 million, sir. 

Senator Lauscue. Does that $10 million come out of their fees? 

Mr. Foy. Yes, sir. What we are doing, to be perfectly candid 
with you, is leaving the bulk of our profits in the form of an invest- 
ment. 

Senator Lauscue. How much will your total fees be ? 

Mr. Foy. It is not possible to say that with any exactitude, sir. 
The engineering on the total project will run in the area of a little 
over $7 million, which is about 3.5 percent of the total project, which 
is about a normal fee for engineering. The balance will all be finally 
fixed-price contracts entered into between the companies in question 
and the Turkish steel company based on an analysis of such prices, 
and we have agreed in our letter of intent that those fixed-price con- 
tracts will be at prices comparable to those charged in the United 
States. 
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Senator Lauscur. Have there been any disputes between the Turk- 
ish Government and yourselves concerning the fact that you are 
putting up $10 million of your fee? Have they complained about 
the size of your fee ¢ 

Mr. For. No, sir. 

Senator Lauscuz. What do you think the total fees will be? Can 
you approximate them ¢ 

Mr. Foy. I can’t answer it, Senator, because as I say, these will 
be fixed-price contracts, in which we will get a price for a battery 
of coke ovens or for a blast furnace or for rolling mills, and those 
prices will be comparable to the prices charged in America. 

Senator Lauscur. Then the $10 million which you put up will 
cover partly the engineering fees and partly the profits made out of 
the contract ? 

Mr. Foy. That is correct, sir, the $10 million, as I might point out 
to you, $10 million of $185 million total construction represents just 
a shade over 5 percent of the total construction cost of this project. 

Senator Lauscue. Do you anticipate that $160 million worth of 
this equipment will be bought from your companies ? 

Mr. Foy. No, sir. 

Senator Lauscue. How much about? 

Mr. Foy. From the three companies involved, I would estimate the 
total purchase might be in the area of $80 to $90 million. 

Senator Lauscue. Do you see any danger in this method of develop- 
ing the project whereby you invest out of your profits and out of 
your engineering fees ? 

Mr. Foy. No, sir. It is something that we have done in the past 
in other instances. In our own companies’ experience; we built in 
1945, completed it in 1946, an integrated steel mill in Chile in which 
we did exactly the same thing. We took an investment and we still 
hold 8 percent of the common stock of the National Steel Company 
of Chile, which has since become an enterprise in which private in- 
vestors now hold about 64 percent of the common stock and the Gov- 
ernment about 36 percent. 


FAIRNESS OF FEES ESTABLISHED FOR CONTRACTUAL WORK 


Senator Lauscue. Does it lend itself to the suspicion that you may 
be charging in excess for the contractual work you are doing? 

Mr. Foy. It certainly does, Senator. There is not the slightest doubt 
about it. It is a question that was raised at the outset by the Turkish 
Government and this was the reason why we stipulated in the original 
letter of intent that the burden would be upon the three American 
companies to demonstrate that prices we charged were no greater than 
those prices charged here in the United States under comparable cir- 
cumstances to American companies. 

Senator Lauscue. Did the officials of the Development Loan Fund 
look into this particular aspect of the problem ? 

Mr. Foy. The officials of the Development Loan Fund in accordance 
with their normal lending procedure will have to approve the prices 
charged by us based on their experience on worldwide pricing of steel 
mill equipment. I think the Turkish Government will be reasonably 
protected on this front, but I quite agree with you that the question 
might very well be asked. 
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Senator Lauscne. Now then, the purpose of your testimony is to 
show how the mutual aid program is working in the development of 
steel mills and other such enterprises in foreign countries. 


COOPERATIVE VENTURES BETWEEN PRIVATE AMERICAN COMPANIES AND 
GOVERNMENTS 


Mr. Foy. Yes, sir, and particularly I think as a demonstration of 
the way when the American Government lending agencies from the 
outset of a project. work together with American private enterprise, 
then it is possible to develop a private enterprise package type of ap- 
proach in some of these countries which hitherto have thought of pri- 

rate projects of this magnitude as being something that the Govern- 
ment just automatically has to do because it is so big. 

We find as a construction company—and I might point out to the 
committee in our 50 years in the construction business we have built 
in the United States and elsewhere over $2.5 billion worth of steel 

lants and steel plant components—we find a peculiar frame of mind 
in the less-developed countries that somehow or other if you put up 
the money to build a steel plant, that after it is put up it automatically 
just starts making steel. This is not true, and we have had a good de: al 
of experience in the problem of helping to staff such pl: ints, helping 
to train the native and local people to run them, and then gradually 
turning that management over. 

Senator Lauscue. No further questions. 

Senator Green. Mr. Gore, have you any questions ? 

Senator Gore. No questions. 

Senator Green. Thank you, Mr. Foy, for a very interesting state- 
ment that you have presented to us today. We are much obliged to 
you for your contribution to the mutual security hearings. 

Mr. Foy. Thank you very much, Senator. 

Senator Green. The next witness will be Mr. Irvin Lechliter, exe- 
cutive director of the American Veterans Committee here in Wash- 
ington. 


STATEMENT OF IRVIN LECHLITER, AMERICAN VETERANS 
COMMITTEE 


Mr. Lecuutrer. Mr. Chairman, Senator Gore, Senator Lausche, ] 
am Irving Lechliter, national executive director of the American 
Veterans Committee. AVC is grateful for an opportunity to present 
its views on foreign aid legislation to the Senate Committee on 
Foreign Relations. 

I should like in this brief presentation to draw the attention of the 
committee to two matters involving our foreign aid program in which 
AVC is particularly interested. They are (1) participation by the 
United States in the International Development Association, and (2) 
the future status of the U.S. governmental agency known as the 
Development Loan Fund. 


INTERNATIONAL DEVELOPMENT ASSOCIATION 


We believe that the United States should participate in the Inter- 
national Development Association because it represents a fresh and 
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potentially effective approach in supplying assistance to underde- 
veloped nations of the world. 

Unlike the International Bank for Reconstruction and Develop- 
ment, IDA will be able to make loans with a great degree of flexibility 
especially suitable for meeting the requirements and capacities of less 
developed countries. Loans made by IDA will be characterized by 
permissible repayment in local or “soft” currencies, low interest rates, 
and long maturity periods. IDA is authorized to finance projects 
which will make an important contribution to the development of the 
area or areas concerned, whether or not the project is revenue pro- 
ducing or directly productive. Thus, projects may be undertaken for 
such items as roads, housing, sanitation, and education for which 
banks able loans are not ordinar ily available. 

We in AVC believe that IDA offers the additional advantage of 
channeling more of our economic aid to less developed lands through 
multilateral agencies. An international agency can more readily 
be divorced from international politics and it is worth noting that 
an international agency can be “tough” with underdeveloped | coun- 
tries without being accused of seeking any political or commercial 
advantage. 

It is contemplated that IDA will commence operations with an 
initial capitalization of $1 billion of which the United States will 
be expected to contribute $320 million. These amounts are stipulated 
to be for a 5-year period. We suggest that a capitalization of $1 
billion for 5 years is pitifully small for the job that IDA will be 

called upon to perform. We believe that IDA should be given at 
least $1 billion a year for assistance to the 100 countries in the non- 
Communist world whose average per capita income is $100 or less. 

We urge this committee to recommend authorization for American 
participation in IDA, and to recommend that America take the lead 
in increasing the capitalization of IDA so that it will be assured 
of at least $1 ‘billion a year. 


THE DEVELOPMENT LOAN FUND 


The Development Loan Fund was established for the purpose of 
providing underdeveloped nations with long-term capital and to 
assist the | productive economic growth of uncommitted under developed 
countries. When first. established in 1957, it was anticipated by its 
advocates that the DLF would have a long-term fund capitalized at 
at least $1 billion per year. 

We in AVC contend that such a timid and unimaginative approach 
to a solution of the economic problems of underdeveloped areas of 
the world as that evidenced by the administration’s DLF proposals 
presently before the Congress can be disastrous. 

We therefore urge th: wt your committee include in proposed legis- 
lation which it will report as the new foreign aid bill, a provision 
that will extend the life of the Development ‘Loan Fund for at least 
another 5 years with lending authority at a minimum rate of $1 
billion per year. 

We urge the reporting of such a provision in this year’s foreign 
aid bill not only because this kind of “no nonsense, we mean business” 
expression from the U.S. Government is necessary to the current 
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economic struggle with imperialistic communism; but also because 
given the absence of any world threat, Communist or otherwise, the 
United States, as a “have” as distinguished from a “have not” nation, 
has a moral obligation to assist in raising the living standards of 
people in areas where most of mankind lives—Asia, Africa, and Latin 
America. And we believe that the DLF, if permitted to develop its 
full potential, provides an effective instrument for fulfilling this 
obligation. 

In conclusion, I should like to say a kind word about one direction 
which our foreign aid program is taking. I refer to the emphasis on 
aid to India, Pakistan, Taiwan, and Africa, without at the same time 
lessening assistance to other underdeveloped nations. The people of 
these four areas make up some 60 percent of the population of the 
world and I think the administration is to be commended for acceler- 
ating the aid programs in those areas. 

And finally, I should like to express on behalf of AVC our thanks 
to this distinguished committee in affording us an opportunity to pre- 
sent our views on foreign aid legislation. 

Senator Green. Thank you very much. Have you any suggestions 
as to the development and practice of these ideas ? 

Mr. Lecuirrer. I assume that your committee’s staff probably has 
drafted or is in the process of drafting legislation, am I correct? 

Senator Green. That’s right. 

Mr. Lecnuurrer. You catch me off balance. J had not really thoucht 
of offering any concrete suggestions other than that we adhere to IDA 
and work for its development, and that we increase the stature of the 
Development Loan Fund. 

Senator Green. I had hoped that perhaps you might have some 
more specific suggestions to make. Senator Gore, have you any ques- 
tions to ask ? 

Senator Gore. First I would like to congratulate the distinguished 
witness on the presentation of a very thoughtful and provocative 
statement. 

Mr. Lecnurrer. Thank you, sir. 

Senator Gorr. It was my pleasure to work with this distinguished 
gentleman in an earlier endeavor, and I appreciate his cooperation 
and appreciate the statement he has made. 

Mr. Lecuuirer. Thank you, sir. One of the most enjoyable jobs I 
ever had was as a member of your staff investigating campaign ex- 
penditures in 1956. 

Senator Gore. That improves the quality of your statement. That 
is all. 

Senator Green. Mr. Lausche. 


MULTILATERAL AND BILATERAL LOAN AGENCIES 


Senator Lauscue. Mr. Lechliter, you do understand that IDA is in 
a separate piece of legislation, and is not embraced in the mutual aid 
program ? 

Mr. Lecnurrer. Yes, I understand that, but I just thought the 
committee would be interested in knowing our position on it. 

Senator Lauscue. What is your view about the suggestion that we 
completely turn over to some multilateral organization the moneys 
which we are expending in our own development loan program ? 
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Mr. Lecuuirer. I think that that is a goal to be ultimately hdped 
for, but I don’t think we are ready to do it yet. 

Senator Lauscue. That is, in your opinion there are certain advan- 
tages in participating in IDA with multilateral contribution, but at the 
same time we should for the present continue our bilateral approach 
through the Development Loan Fund. 

Mr. Lecuuirer. The Development Loan Fund and the ICA. 

Senator Lauscur. Have you given this subject active attention ? 

Mr. Lecuurrer. We have in a very great period of time, and I am 
sure that I express the views of most of our members when I say that 
ultimately we would like to see all aid handled multilaterally, but for 
the time being, no, I think we are not ready for it. 

Senator Lauscne. That is all. 

Senator Green. The next witness is Mr. Robert R. Nathan, vice 
chairman of the Americans for Democratic Action, Washington, D.C. 


STATEMENT OF ROBERT R. NATHAN, VICE CHAIRMAN, AMERICANS 
FOR DEMOCRATIC ACTION 


Mr. Natuan. My name is Robert R. Nathan and I am appearing 
today on behalf of Americans for Democratic Action as vice chairman 
of the organization. Our organization appreciates this opportunity 
to express our views on this important subject. 

In compliance with the Foreign Agents’ Registration Act, I wish 
to state that I am personally registered under this act because of serv- 
ices now performed for Israel and the Embassy of Vietnam by the 
economic consulting firm of which I am president—namely, Robert R. 
Nathan Associates, Inc. We have similarly performed in the past 
services for Colombia, Burma, and Korea through the United Nations 
Reconstruction Agency. 

My comments might be summarized very briefly, Mr. Chairman and 
members of the committee. First of all, I believe that we in ADA 
are very strongly in support of—and I think correctly—an adequate 
sized program. It is our feeling that the level of our aid program 
as proposed and as it has been conducted is as yet inadequate relative 
both to the needs of the underdeveloped countries of the world and 
relative to our resources, our capacity to meet these needs. We feel 
it is very important that we realistically face up to the fact that the 
aid program will be with us and will be required for a considerable 
period of years, and that it would have been logical to have adopted 
the proposal a year ago of the chairman of this committee and of other 
Senators for a long-term commitment on the Development Loan 
Fund, and we regret that that has not been done. We would hope 
that efforts would continue to be made in that direction, because the 
needs of the underdeveloped countries, the threat of communism and 
the determination of peoples in underdeveloped countries to improve 
their way of life will certainly require this kind of assistance for 
many years to come. 


ADA POSITION ON MILITARY AID AND DEFENSE SUPPORT 


I would say secondly that as far as the military aid portion is con- 
cerned, this is primarily a matter of strategy in terms of the security 
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of the free world, and as such we have no specific observation to make 
on that particular point. 

But I would say that defense support is a type of aid which needs 
to be considered very carefully, because in a sense it is not unrelated 
to economic aid, and to certain countries in the world where military 
forces are being maintained far beyond the capacity of those coun. 
tries to support those forces, defense support assistance is highly 
essential. Otherwise those military forces have to be substantis ally re- 
duced or economic development very seriously curtailed. So therefore 
we regard defense support requirements as essential if it is our ob- 
jective to encourage these countries to maintain forces far beyond 
what they can possibly support from their own resources. 


DLF SHOULD HAVE LONG-TERM AND LARGER PROGRAM 


We believe that the major element in the economic program as such 
of course is the Development Loan Fund. We feel that the $700 mil- 
lion requested is not enough, and I personally am convinced that it is 
not enough by a greater margin this year than ever before, principally 
because of the new idea which has’ been proposed by the President 
and by the ICA of concentrating aid in certain countries. If there is 
to be the kind of concentration in Taiwan, India, and Pakistan which 
has been suggested, then it would seem that other countries are going 
to suffer somewhat in terms of the amount that will be available for 
them. 

I hoped frankly that when President Eisenhower came back from 
India and the Far East, that he would have been so impressed with 
the needs and the opportunities in those countries that a program 
more commensurate with the capacity of those countries to use capital 
assistance effectively would have dictated a substantially enlarged 
development loan fund request for this year 


EVIDENCE OF SELF-HELP WOULD WARRANT MORE ASSISTANCE 
FROM UNITED STATES 


As far as the concentration in these countries of Taiwan, India, and 
Pakistan is concerned, the conception is a very good one. I agree 
with Mr. Riddleberger’ s testimony here, which stated that if the 
countries demonstrate that there is a determination on their part to 
really do a job and help themselves substantially, and also if there 
are the economic institutions and the human resource base to do a 
bigger job, then we ought to join with those countries to try to acceler- 
ate their development. 

I would sincerely hope that this would lead to undertaking this kind 
of a concentrated effort even in a few more countries as they manifest 
their ability to help themselves more effectively, and also to provide 
the kind of institutions needed for accelerated development. 

As far as the aid for Africa is concerned, Mr. Chairman, we believe 
that this initial provision of $20 million for expanded training in 
Africa is highly desirable. Undoubtedly it will have to be increased 
in the years » herd, and as we help in the educational process then the 
capacity of these countries to use capital and to develop more rapidly 
will be enhanced, and TI think again we ought to realistically realize 


this will mean an enlarged program in the years ahead and I think 


properly so. 
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USE OF U.S. AGRICULTURAL SURPLUSES, PUBLIC LAW 480 


There is one other aspect of the aid program which does not come 
before this committee but on which I think one word or two might be 
justified, and that concerns our use of agricultural surpluses. 

It has been my personal experience that our Public Law 480 program 
has been a most significant and valuable positive force in many, many 
countries around the world, and I think that we in the U nited States 
ought increasingly to recognize our agricultural surplus as a tremen- 
dous asset which can help raise living standards, and by the way, help 
provide the kind of local currency that is needed for maximizing 
development. 

In many countries in the world, the need is not just for dollars and 
foreign exchange to buy capital goods, but the need is also very great 
for the local currency to go along with the foreign capital, so that 
progress can be made without inflation. 

And our agricultural surplus disposition program has been a tre- 
mendous asset with respect to providing this kind of local currency for 
development. 


PROBLEMS OF U.S. GOLD OUTFLOW AND PARTICIPATION OF OTHER 
INDUSTRIAL NATIONS IN AID PROGRAMS 


[ have just one further point of importance, Mr. Chairman, and 
that concerns the problem of our gold outflow. I find it disturbing 
that many people feel that because the re has been an outflow of gold 
from the United States in the last 2 or 3 years of rather substantial 
and I would say serious amounts, this ought to bring about a reap- 
praisal and a readjustment of our aid program downward. I think 
that in the face of the world situation today, this would be most 
disastrous and most unfortunate. I think that the problem with re- 
spect to gold is a serious one. It is going to entail and necessitate a 
far more vigorous export program on our part, adapting our aan 
tive goods to foreign market needs. 

I think also it is going to require a far more vigorous effort to get 
other developed countries and those who have built fairly sizable 
dollar and gold reserves to participate more effectively in aid to the 
underdeveloped countries. 

On this aspect I think that the multilateral arrangements discussed 
by Senator Lausche offer an excellent opportunity to get other 
countries to partic ipate in larger measure relative to our participation. 
I think that multilateral approach has many advantages. I cer- 
tainly would agree with the previous witness that it would be a serious 
mistake to eliminate our own aid program and divert our loan re- 
sources now flowing through the DLF and other channels entirely 
through internation: al agencies. 

I think this can come about perhaps in a long period of time. 
We ought now to try to flow an increasing proportion of our aid 
through multilateral channels, with this one purpose also in mind, 
namely, to try to get the other dev eloped nations who have been able 
to build up gold and dollar reserves to participate far more effectively 
and far more vigorously and more fully in the development of the 
underdeveloped countries, 








464 MUTUAL SECURITY ACT OF 1960 
STIMULATING PRIVATE INVESTMENT AND EXPORTING MANAGERIAL ABILITY 


As far as private investment is concerned, I was happy to see in 
Mr. Riddleberger’s testimony and others that studies are being made 
to try to stimulate an increased amount of private investment and 
this I think is most important, because if there is one thing that we 
have perhaps failed above all in terms of helping the underdev eloped 
countries, it is the transmission of our managerial ability. 

We have through our technical assistance program provided all 
kinds of technicians. We have provided all kinds of consultants 
and all kinds of experts. 

But I do think that the one thing the United States has in greatest 
abundance of all the nations in the world and the one thing that the 
underdeveloped countries need more than almost anything else is man- 
agerial ability, the ability to organize, the ability to get things done, 
the ability to execute. It is in this area I think a great deal can be 
done, not only by stimulating more private investment but also by 
trying to readjust and readapt our aid, technical assistance aid pro- 
gram to bring about a greater outflow of our managerial know-how. 

And finally, Mr. Chairman, I would just say this: That I believe 
that this country has the resources, this country has the productive 
capacity and this country even has the unutilized resources to meet 
the needs abroad in larger measure. I would end, Mr. Chairman, by 
saying that the level of our aid program, especially our loans for de- 
velopment, should be limited largely by the ability of the underde- 
veloped countries to effectively utilize our loans rather than by concern 
over our capacity. We have the capacity to fulfill what can be effec- 
tively utilized. 

Thank you, sir. 


NEW EMPHASIS IN TECHNICAL ASSISTANCE PROGRAM 


Senator Green. Thank you very much. As I understand it, you 
lay great emphasis on the intelligent technical assistance that we give. 
Would you say that is the most important of all? 

Mr. Naruan. Certainly the one thing I have learned, Mr. Chair- 
man, in my work in many countries in the underdeveloped field is that 
the key to economic development is the human being, the experience, 
the capacity, the determination, the will, the capabilities of the people. 
And in most of these underdeveloped countries, I don’t think there is 
a lack of will. I don’t think there isa lack of determination. I think 
there is a lack of experience and a lack of training especially in the 
managerial area, in how to get things done. I think, Senator Green, 
this is the one area where we have not been able to transmit to other 
countries this great talent we have in the managerial field. This I 
think should be our new emphasis in technical assistance. 

Senator Green. As I understand it, then, you think that there are 
various ways we can help, but giving technical advice is most 
important. 

r. NarHan. Most important. Without the technical competence 
to use the capital, the capital has limited value. 

Senator Green. Mr. Gikel have you any questions? 
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WHAT UNITED STATES CAN AFFORD VERSUS WHAT UNDERDEVELOPED 
COUNTRIES NEED 

Senator Gore. Mr. Nathan, you express in the fourth paragraph of 
your statement a sentiment with which I became concerned and with 
which I have became somewhat more concerned during the hearings 
on this question. I would like to read it to you. 

The response of the United States to the needs of the underdeveloped countries 
should be measured not by arbitrary and predetermined estimates of revenue 
but— 


and this is what I refer to— 
by the capacity of the recipient countries to put our aid to constructive use. 


It seems to me that is an entirely unrealistic test. There must also 
be the test of what we can afford. I would like to state my view 
briefly to you and then solicit your response. In doing so let me say 
that I respect your views and recognize your intellectual capacity. 


UNDERDEVELOPED COUNTRIES LOOK TO UNITED STATES TO PROVIDE THEM 
HIGHER LIVING STANDARDS 


A few days ago Secretary Dillon testified that as the nations of 
Africa emerged they had—I will not attempt to quote him verbatim— 
a growing tendency to look to the United States for economic 
assistance. 

I found in the Middle East and in Southeast Asia what I thought 
was a feeling that the United States was really a bottomless barrel 
of gold and assistance, whereas in that area a few years ago the magic 
word was independence, which was ipso facto going to bring them a 
higher standard of living. Now they have thrown off colonialism, yet 
such independence as they have attained has not brought that higher 
standard of living. The magic word now seems to be industrialization 
and they look increasingly, to use Secretary Dillon’s words, to the 
United States to bring them industrialization. And yet we must face 
the plain facts that there are at present few nations in the world with 
the physical resources, the scientific and personal resources, necessary 
to support an industrial society. And of course there are limits to 
what our country can do in a world of 3 billion people. 


UNITED STATES SHOULD MAKE KNOWN LIMITS TO ITS AID 


I think we must recognize those limits. And I came to feel that we 
should promote an understanding on the part of the recipient nations 
that there must be realistic limits, else our efforts, motivated with all 
of the good will we can summon, may be shattered on the shoals of 
frustration and disappointment. 

Therefore I must respectfully challenge your statement, at least to 
the extent of soliciting your elucidation on this phrase: 


by the capacity of the recipient countries to put our aid to constructive use. 
We simply cannot contribute to that extent. If for instance we gave 
what you recommend for the authorization to India, it would be about 


$8 per capita, and still be a drop in the bucket to lift the standard of 
living of the millions in that country. 
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With that extended preliminary statement, I solicit your response. 

Mr, Naruan. In the first place, to refer to your last question, Sena- 
tor Gore, I don’t think India could use $4 billion effectively by any 
means in its investment program. 

Senator Gore. It did not seem to me that you qualified it as invest- 
ment program. 

Mr. Narwan. What we said was constructive use. I should have 
said constructive development use for building up their productive 
facilities. 

Senator Gore. Mr. Nathan, from my observation they could use 
far more than that merely to eat. 

Mr. Naruan. That is relief. Obviously we ought to help them to 
the extent we have surplus food, but I was thinking mainly here of 
what we have in the ICA, and the Development Loan Fund especially. 

Senator Gore. I will not interrupt further. 


CAPACITY OF UNDERDEVELOPED COUNTRIES TO ABSORB ASSISTANCE 


Mr. Narwan. I don’t know of any expert in the field of inter- 
national development who has developed any estimate of the probable 
capital requirements—the capital import. needs—from the United 
States of the underdeveloped countries of the world that runs more 
than $2.5 to $3 billion a year for the next 5 years. In other words, if 
one were to go from country to country across South Asia, across 
Africa and elsewhere, and say “Now how much capital do they really 
need from the United States that they could utilize,” you are so right 
Senator Gore, that in so many of these places they can’t utilize un- 
limited amounts. They don’t have the talent. They don’t have the 
scientific ability. They don’t have the skills. They don’t have the 
organizational facilities. 

Senator Gorge. Nor a developed system of distribution, the economic 
order or social order to utilize assistance in such amounts if it should 
suddenly be thrust upon them. 

Mr. Natuan. Yes, it is going to take time. I feel myself that we 
should say to the underdeveloped countries of the world, “You 
come to us with your plans and projects and we will screen those 
thoroughly and carefully, and we just won’t set up a great big mill 
for processing automobiles.” You know some of these countries do 
have, you are absolutely right, fantastic conceptions of what they can 
do industrially. They just have an idea we can build a tractor 
factory, we can build a big truck factory, a big tremendous chemical 
industry. “After all, the “United States, England, Italy, and others 
have done it. Why not we?” 

But if we were to screen their proposals in an intelligent and 
careful manner, Senator Gore, I don’t think that we would be lending 
more than $2.5 to $3 billion a year on the average over the next 5 
years. Now this is, I think, the pretty careful judgment based on a 
rather thorough consideration of what they soak use, from an invest- 
ment point of view, effectively. 

Now then, if that were the magnitude, and I think it is, Senator 
Gore, of what the capital outflow from here might be if we set this 
criteria; then we ask ourselves could we afford two and a half to 
three billion a year. On that front I honestly have no doubt about it. 
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I think that our productive capacity is such the we could afford 
without really hurting ourselves in any degree substantially more. 


UNITED STATES SHOULD NOT UNDERTAKE TO MEET VAST SOCIAL NEEDS 
OF UNDERVELOPED NATIONS 


Senator Gore. I agree that we can afford that magnitude. But 
your statement did not confine itself to capital investment. You say 
the response of the United States to the needs. There are many 
needs, health needs 

Mr. Naruan. It should be capital needs. 

Senator Gorr. I don’t think you mean that. I think you want to 
do more than give capital needs. 

Mr. Naruan. We should. 

Senator Gore. In fact, if the essence of our program is to help the 
people help themselves, then the deadlock is education and self-help 
methods of developing an organized and integrated society ; isn’t that 
true ¢ 

Mr. Naruan. We need to give them that kind of help, but for that 
kind of help I would not set this criteria, Senator Gore. If we were 
to say “We will provide you with the health, the food; and so forth, 
which you can use” then it is hopeless, I agree with that. But if we 
were to set this criteria for the capital needs for development, then I 
think it is an appropriate criteria. 

Senator Gore. Do you recognize as having validity the apprehen- 
sion that I developed as a result of visiting many countries; namely, 
that unless our own people realize, and unless we make the ree ipient 
countries whose needs are so vast realize, that the United States is not 
a bottomless barrel of wealth, we run the danger of suffering in the end 
from frustrated and disappointed hopes. 

Mr. Naruan. I think there is no suggestion that we make it 
appear, Senator Gore, that whatever you want you have, whether it 
is food or hospitals or medical equipment or whether it is machines 
or tractors or trucks, just come and we will give you everything you 
want. I think this could lead to much worse than giving nothing, 
making nothing available; but I do think 1f we should say to countries, 
“If you can demonstrate cle arly that you have a program, that you 
have projects which will be productive and effective and constructive 
in their use, then we will be able to make available those resources.” 

I think Mr. Riddleberger is quite right. He said we should help 
where there is a clear demonstration that there is a determination 
and they are ready to help themselves, and by the way this means a 
tax system, this means a kind of discipline that they have to exercise 
and it also means that they have the human resources to do it. You 
don’t put up a factory that needs 50 skilled men when there aren’t 50 
available. 

I think if we set those criteria up - said “Come to us, we will 
then be ready to make capital loans” I do think that we could meet 
those needs and I think we could accelerate development in these coun- 
tries very substantially. 
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MEASURING NATIONAL NEEDS AGAINST NEEDS ABROAD 


Senator Gore. That is a clarification of your view cy an intelli- 
gent response to my question. Now one other thing. I dare say in 
this country you could go to the Navajo Indian Reservations and find 
the appearance of undernourishment, poor opportunity, and depriva- 
tion not entirely unsimilar to what you see in Calcutta. Do you agree 
with that ? 

Mr. Naruan. I think this is one of the real blots on our national 
scene, Senator. It is most regrettable and we have neglected it very 
seriously. 

Senator Gore. So in determining our policy on this, do you not 
think we must also measure the needs of other people against. the 
needs of certain segments of our own society whose hopes are blighted 
and for whom health, education, and welfare is not as bountiful and 
fruitful as we would hope? 

Mr. Naruan. No question; but, of course, I would just say this, 
Senator, I am convinced in my own mind that we have the capacity 
here really to do both. I think we can ver ‘y substantially overcome 
this problem of the low income families of the United States, especially 
in the areas of real destitution, like there are among the Indian tribes, 
and still do a very substantial job abroad. 

Senator Gore. I agree with that. But you didn’t mention that in 
your opening statement, and I challenge you on this because it typi- 
fies the attitude of a large number of people who think we ought to 
not be bothered about this business of revenue in the Treasury of 
the United States, that we ouglit not be concerned with our limited 

capacity, but that we ought to respond to the needs of these people 
to the extent of their needs. It was for that reason that I asked you 
to elucidate. 

Mr. Naruan. I would just end up on that, and say that I think 
this aid is so critical in our fight against communism, and may over 
years, if we fail to do it, mean so much more n ilitary expenditures, 
—and if we do succeed may mean curtailed expenditures—that I 
would favor what I call an adequate program even if it meant more 
taxation. 

Senator Gore. I agree with that, too, and you understand that when 
I ask you these critical questions, it comes from one who has supported 
this program, and who expects to support its continuation this year. 

Mr. Naruan. Yes. There is a limit, there is no question it is not a 
bottomless pit here. This suggestion that the United States has an 
unlimited capacity to just feed everybody and supply everybody is 
an unfortunate conception. [agree with that. 

Senator Gore. Thank you, Mr. Chairman. 

Senator Green. Mr. Lausche? 


MODEST SIZE OF REQUESTED AND APPROPRIATED MUTUAL SECURITY 
PROGRAM 


Senator Lauscne. Mr. Nathan, in your statement you say “Judged 


in these terms, the administration’s request for economic assistance is 
modest indeed.” 


Mr. Narwan. Yes. 

Senator Lauscue. That is you feel that the administration could 
justify having recommended a greater economic assistance program ‘ 

Mr. NatrHan. Yes, sir. 
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Senator Lauscur. Now then, I suppose that it follows that that 
same principle ought to apply to the Congress / 

Mr. NATHAN. Yes, sir. 

Senator Lauscue. You do know that last year the administration 
recommended a total program of about $3.9 billion and when the 
Congress got through it was down to $3.2 billion ? 

Mr. NATHAN. Yes, sir. 

Senator Lauscue. And so when you say that. the administration’s 
request is modest, you would at least imply that the Congress likewise 
ought to give heed to the fact that what it has appropri: ated has been 
modest # 

Mr. Naruan. More than modest. 

Senator Lauscne. More than modest. Do you feel that the Con- 
gress this year will respond to the administration’s recommendation 4 

Mr. Natuan. I would certainly hope so, I think that if the Congress 
this year were to cut the Development Loan Fund—lI would hope it 
would increase it but if it cuts it—and if the administration persists 
in this direction of more for India, Pakistan, and Taiwan, then I 
think our Development Loan Fund program is going to be very 
seriously hurt. 

Senator Lauscne. That is, in your opinion this general program 
is essential to the security of our country in the combat in which we 
areengaged with the Communist bloc. 

Mr. Naruan. Senator Lausche, I would say, and I am no military 
expert, I would say dollar for dollar that an extra hundred million in 
aid relative to an extra hundred million today in defense might be a 
very cheap price for added prospects for peace. 


HOW MUCH UNITED STATES CAN AFFORD TO PUT INTO MUTUAL 
SECURITY PROGRAM 


Senator Lauscur. Now then, in your statement that we are capable 
of expending more than we have expended, you have in mind that 
we could draw more money from the public to sustain the programs 
that we must. 

Mr. Naruan. I think we could, but, actually, if we maintain rela- 
tively full employment next year we will have a sizable surplus. I 
think if we wanted to maintain that surplus I would favor an increase 
in taxes if necessary. 

Senator Lauscue. My recollection is that the 1957 figures show 
that our gross national product was $440 billion. 

Mr. Naruan. That’s right, $442 billion I think it was. 

Senator LauscuHe. And of that $442 billion, more than $300 billion 
Was spent in consumers’ goods and services / 

Mr. Naruan. Correct, sir. 

Senator Lauscur. And I suppose you concur with this statement, 
that relating to our gross national product—our expenditures for 
consumers’ goods, capital investment, and military defense—compar- 
ing this with that of Russia, we have far more of a cushion to draw 
upon than the Soviet has. 

Mr. Naruan. Tremendously. Actually it isn’t only that we have 
the cushion in the tremendous consumption that we undertake, but I 
think even in the degree of unutilized resources. Even today we have 
about 4 million unemployed. We could produce more and even have 
more for consumption and more for defense and aid. 
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SIPHONING CONSUMER GOODS EXPENDITURES INTO PROGRAMS FOR 
NATIONAL SECURITY 


Senator Lauscne. In any event, you feel that we could draw for 
pares of national security some of the moneys which are now 
eng oe for consumers’ goods and services, is that your position ? 

Mr. Naruan. Without any question. This is absolutely true. 

Senator Lauscur. Now then, do you feel that we are going to have 
a surplus this year ? 

Mr. Natnan. Not this year. I think in 1961 if we have relatively 
high levels of employment we will. I am sorry to say this but many 
economic indicators are not particularly favorable at the moment. If 
we don’t have full employment we won’t have that surplus. 

Senator Lauscue. Frankly, 1 am of the opinion that when the 
President made the statement that there was to be a surplus of $4 
billion, he opened the doors for the complete expenditures of that $4 
billion in one way or another, and I am of the belief that by the time 
we get through in the Congress, we will have spent that $4 billion in 
some way or ‘another. I wish I could be as optimistic as some are 
about what the net result will be. 

Mr. Nathan, did you hear my discussion with Mr. Foy ? 

Mr. NaTHan. Yes, sir. 


CAPITAL STRUCTURE OF STEEL COMPANY IN TURKEY 


Senator Lauscuer. About the setting up of the capital structure for 
the steel company in Turkey. 

Mr. Natnan. Iam very much interested in that. 

Senator Lavuscur. Would you let me have your views? Now I 
am not implying that it isn’t a sound idea, but I want to know what 
the dangers are. 

Mr. Narwan. I have seen this operate in many countries and as I 
understand Mr. Foy’s proposal, it is to invest a total of $200 million of 
which $185 million will be in capital, for capital goods, equipment, 
factories, ground, and $15 million working capital. 

Senator Lauscne. That is right. 

Mr. Narnan. That the private participation by American com- 
panies, 3 companies, would be $10 million and the banks would pro- 
vide another $5 million making $15 million and that they would get 
from Turkey and other private approaches of about $10 or $11 million. 

What disturbed you I think is probably justified, was that of the $10 
million by these 3 companies all or most of it would come out. of 
fees and profits for providing equipment and doing engineering 
services. 

Now I think that this does disturb some countries when they say 
“All right, you talk about private investment in the United States 
but you re: ally are not investing anything except your time, energies, 
and abilities.” But I do think that when you deal with intelligent 
leadership in these countries they understand that if this company 
were not investing but were doing the engineering in that plant they 
would get several million in fees that would actually be paid. 

This is not an “in kind” business. Also if this were a Government 
enterprise that were buying the equipment from Koppers or any 
other company they would have to pay a commission, that is a 
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profit. So in a real sense this is a real investment. It does not 
appear to be an investment on the surface. “Oh, you are just 
investing your profits or fees.” But in a real sense these fees and 
profits would be paid out if they were merely handling it under a 
contract arrangement. 


UNDERDEVELOPED COUNTRIES NEED MANAGEMENT SKILLS OF U.S, BUSINESS 


But I think that what these countries are mainly in need of is 
management. Now if the U.S. companies invest not only their profits 
and fees, but if they are able to make that business run, then I 
think that country is going to be benefited tremendously and I think 
it is tremendously important to make them understand this. 

I know for instance in the case of Colombia, they spent over $100 
million to put up a steel mill. It was put up by a European country. 

That mill still is not functioning effectively. It is still losing 
money. If they had had some good operating concern from some- 
where running that, they would have saved tens and tens and tens 
of millions of dollars instead of losing it. 

I think that what we have got to do is make these countries realize 
that it is not just the dollars the American businessman puts up out 
of his pocket but it is also the management that he is able to pro- 
vide and the fact the U.S. Government then makes its loans through 
the DLF that makes the project possible. 

Senator Lauscne. Then you would say the mode of operation for 
this type of plant in Turkey is sound, but there ought to be some pro- 
tection in order to make certain that the fees char ced and the profits 
made have not been reasonable. 

Mr. Naruan. Absolutely. There must be every assurance that this 
fee for the engineering is really a competitive fee that is standard, 
and that the profits are not made by excessive pricing, because that 
would bring about the worst kind of response against American 
business that you can mention. 


DANGER TO UNITED STATES IN SOFT LOANS TO NATIONS WITH SERIOUS 
INFLATION 


Senator Lauscur. Now I would like to ask you a further question 
that is not related to your testimony. We are making soft currency 
loans to countries for the purpose of building powerplants, irrigation 
plants, roads, and such other things, and in some instances to private 
enterprise. 

Mr. Naruan. Yes, sir. 

Senator Lauscne. And in the lending agreement, there is no clause 
requiring a maintenance of currency value. 

Mr. Narnan. That is correct. 

Senator Lauscur. Now I would like to get your opinion whether 
there is not a danger in that type of lending when we know that many 
nations are having practically runaway inflation. May I have your 
expert views on that? 

Mr. Narnan. Well, in the first place, Senator, I think that these 
soft currency loans which derive from our DLF operation and derive 
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from our Public Law 480 are going to be a long, long, long time in 
existence. I don’t think they are going to be repaid in dollars very 
quickly. In other words, you will never get 

Senator Lauscner. They are repayable in local currencies. 

Mr. Natuan. That is correct. Now it is true that if those countries 
have inflation, and undertake devaluation or don’t undertake deval- 
uation, the local lira of or the pesos or whatever you own are more 
worthless in dollars than they would be before this devaluation and 
before the inflation. 

Senator Lauscue. Yes. 

Mr. Natruan. But I have a feeling, Senator, that if we try to tie it 
to the rate of exchange of the dollar as of the time the loan in local 
currency was made, that we would encounter great difficulty, because 
in a sense this would almost make it appear to be a dollar “loan, and 
they would be very fearful that if they did have devaluation and 
inflation, that over a time the United States would own such a large 
percentage of their currency and have such an important, one might 
say, control over their loans in the country as to be concerned about 
political interference. I myself feel, Senator, that this process of soft 
currency loans is a good one. But I think that frankly over time we 
possibly will want to develop programs where we will use those soft 
currencies for welfare purposes. In other words, maybe for hospitals, 
health, and education. I think we should not kid ourselves that we 
are likely to get this soft currency back in dollars in a reasonable 
period of years. We won't. 

Senator Lauscue. Within the last 2 weeks I learned at a meeting 
that a particular country is having runaway inflation. It has no debt. 
When asked why it does not sell bonds to its people we w ere told “We 
are not selling bonds. We are just printing the money.” We asked 
how they were building these improvements and they scat “Well, by 
printing the money.” Yet we are lending soft currency to those 
people. 

Mr. NatTHan. Yes. 

Senator Lauscne. And they are merely printing their currency. 

Mr. Narnan. Yes. 

Senator Lauscue. To finance their investments. 

Mr. NarHan. Yes. 

Senator Lauscue. The people from our Government stated, “Well, 
if we did not lend them the money, it would be lying idle in our Treas- 
ury and would still be suffering the inflated or the cheapened buying 
power.” Is that correct ? 





ENCOURAGING SOUND FISCAL POLICIES IN DEBTOR NATIONS 


Mr. Naruan. That is correct. As long as you have the currency, if 
you hold it in deposit or if you lend it, 1t becomes worthless as prices 
rise. In any further loans, whether or not it is from Public Law 480, 
I think that part of our criteria of loans and of ir for local cur- 
rency ought to be the condition that they will 
policies. This is what Mr. Riddleberger advocated. 
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Senator Lauscue. How would you do that? I see grave danger in 
this problem. That is, if one country has a large debt. to us, and they 

‘an pay off in cheapened currency, there is an inducement to cheapen 
the currency. 

Mr. Naruan. Except that the disadvantage to their economy that 
stems from inflation is far more than the ‘adv: antage they gain by 
depreciating what they owe us. 

Senator Lauscue. The representatives of this particular country 
said, “We have adopted the proposition that we are going to print 
money and build”. 

Mr. Naruan. Then I wouldn’t lend them any more DLF funds and 
I wouldn't give them any more Public Law 480 until they have some 
kind of responsible financial policies. 

Senator Lavuscue. That is all. 

Senator GreEN. Thank you very much. 

(The cemmebie statement of Mr. Nathan follows ) 


TESTIMONY OF Ropert R. NATHAN, VICE CHAIRMAN, AMERICANS FOR DEMOCRATIC 
ACTION, IN SUPPORT OF THE MUTUAL SEcuRITY ACT OF 1960 


My. name is Robert R. Nathan, and I am appearing today on behalf of 
Americans for Democratic Action as vice chairman of the organization. Our 

organization appreciates this opportunity to testify before your committee in sup- 
port of the Mutual Security Act of 1960. 

In compliance with the Foreign Agents’ Registration Act, I wish to state 
that I am personally registered under this act because of services now per- 
formed for Israel, and the Embassy of Vietnam by the economic consulting 
firm of which I am president—namely, Robert R. Nathan Associates, Inc. 

In the foreign policy statement adopted by ADA at its 1959 convention we 
urged a program of sustained United States help to underdeveloped countries 
of approximately $3 billion annually, covering a period of at least 10 years and 
including the provision of technical assistance, grants and loans as well as 
encouragement of private investment. Such a program would not constitute 
rash or extravagant spending. It would represent .6 percent of the expected 
gross national product for 1960. 

Our point is simply this—that the response of the United States to the needs 
of the underdeveloped countries should be measured not by arbitrary and pre- 
determined estimates of revenue but by the capacity of the recipient countries to 
put our aid to constructive use. 

Judged in these terms, the administration’s request for economic assistance 
is modest indeed. It is still true that, despite the separation of military from 
economic assistance, the administration’s program is generally presented to the 
public as an undifferentiated request for $4 billion. The fact that $2 billion of 
this is for direct military assistance motivated solely by secuirty considera- 
tions and $724 million is for defense support probably is not generally understood. 
There should be some means of making it clear to the public that only a small 
part of the $4 billion mutual security request goes for economic assistance and 
that the heart of this lies in the $700 million sought for the Development Loan 
Fund. 

The decision of the administration to formulate long-term plans for the de- 
velopment of specific areas and to concentrate efforts in those areas is com- 
mendable. A year ago, in urging that aid should be allocated in areas where 
it can be most effective, we said : 

“To be eligible for long-term capital assistance, a country should meet at least 
the following standards: 

“1. It should have demonstrated its willingness to make efforts to promote 
its own development ; 

“2. It should have a practical plan and programs keyed to the resources 
available toit; 

“3. It should have a government which, at the minimum, assures both stability 
and the prospect that aid will benefit the people as a whole. " 

The administration has applied similar standards in formulating programs for 
India, Pakistan, and Taiwan, keyed to the domestic programs of these nations, 
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designed to encourage private investment and to aid in the development of self- 
sustaining economies. The development of programs based on the long-term eco- 
nomic needs of the nations involved, not upon immediate political considerations, 
is a welcome step forward. It will represent progress, however, only if Congress 
does not, by arbitrarily limiting funds, force neglect of other areas. 

The importance of our program of assistance to India cannot be overstressed, 
for there the need and the dimensions of the job to be accomplished are stagger- 
ing. In a positive sense, the ability of India to fulfill her aim of doubling her 
national income can be of the utmost significance for all of the free nations of 
southeast Asia. Negatively, if India fails to achieve a viable economy, while 
Communist China continues its rapid growth, the results could prove disastrous. 

We welcome, too, the ICA’s request for $20 million to finance the first year of 
a program to assist African leaders with education] planning, teacher and 
language training, and vocational and agricultural training programs. With the 
emergence of independent nations and new leadership in Africa, the needs of its 
people are just beginning to be articulated. We must be prepared to utilize 
a variety of techniques— bilateral as well as multilateral—to help African na- 
tions to survey their human and material resources, determine their needs and 
develop their potential. The request for $20 million is minimal. It is to be hoped 
that in coming years, our contribution to the development of Africa will increase 
greatly. 

It would be tragic if economic aid should in any way become a casualty of the 
concern expressed about our balance of payments problems and the outflow of 
American gold. In recent months the causes and significance of the deficit 
have been analyzed thoroughly and we have been able to gain some perspective 
on the problem. It has become clear—if there ever were any doubt—that the 
solution does not lie in any diminution of our international responsibilities. 

The remedy must be found in pursuing a positive and vigorous export program 
designed to adapt production and exports to the needs of foreign markets. Our 
payments position may also be improved by increasing contributions to economic 
development assistance for European nations with accumulated reserves of gold 
and dollars. But the financing of an increased proportion of economic assistance 
through multilateral channels is a step desirable in itself. The establishment of 
the International Development Association is a valuable first step in affording 
us this opportunity. 

While the creation of IDA constitutes a significant achievement we hope that 
it will not be used as an excuse for trimming the appropriation of the Develop- 
ment Loan Fund. The funds sought for IDA in its initial stages ($1 billion over 
5 years of which the United States will contribute $320 million) are meager 
enough ; they in no way diminish the immediate need for continuation of bilateral 
loan assistance through the Fund. 

We enter a new decade faced with what has been described aptly as a “revolu- 
tion of rising expectations.” In a hundred communities in the world there are 
more than a billion people who are stirring against poverty, illiteracy, and ill 
health. The moral challenge alone should impel us to mobilize our resources 
in aid of these aspirations. If that challenge is not sufficient, we might well 
ponder the political, military and economic consequences of failure. 





Senator Green. The next witness is Mrs. Luigi Petrullo of the 
League of Women Voters of Arlington, Va. We will be glad to hear 
from you, Mrs. Petrullo. 


STATEMENT OF MRS. LUIGI PETRULLO, LEAGUE OF WOMEN 
VOTERS OF THE UNITED STATES 


Mrs. Perrutio. Mr. Chairman and gentlemen of the committee, I 
am Mrs. Luigi Petrullo of the board of directors of the League of 
Women Voters of the United States. 

The League of Women Voters of the United States wishes to ex- 
press with renewed conviction its belief that a long-range, adequately 


financed, and effectively administered economic aid program is of 


crucial importance to the United States. 
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The league, which currently has 126,000 members in 1,080 local 
leagues in all 50 States and the District of Columbia, has supported 
foreign economic aid programs since their beginning, including the 
European recovery program, the point 4 program of technical co- 
operation, the U.N. program of technical assistance, the Development 
Loan Fund and other economic assistance parts of the mutual security 
program. 

The plans for putting into effect the economic aid aspects of the 
mutual security program seem to be more comprehensive and better 
oriented than those of earlier years. Although the legislation pro- 
poses no drastic changes, we believe changing the patterns of our 


assistance to the developing countries should be encouraged and could 
lead to better results. 


COMMITTEE REPORTS REFLECT NEED FOR NEW AND DIFFERENT EMPHASIS 
IN AID PROGRAM 


We should like to commend the committee for its leadership in 
bringing to light some of the problems inherent in helping the develop- 
ing countries achieve realizable goals. 

The reports prepared under the auspices of your committee have 
given many guidelines for determining the kind of economic develop- 
ment most needed and the timing of “such help. We hope that the 
legislative history of the mutual security authorization this year will 
reflect your consideration of these reports. 

If so, we believe that the U.S. program will be more effective, par- 
ticularly as it attempts to concentrate our development aid where it 
will do the most good. We also hope that the expansion of loan 
activities through the program will be encouraged. 


LEAGUE HAS STUDIED PROGRAMS OF ECONOMIC DEVELOPMENT 


During the past year, league members in communities throughout 
the United States have been examining the underlying assumptions 
and the existing programs of economic development assistance in the 
context of changing world conditions and in the light of the many 
illuminating studies and re ports on the subject that have been coming 
from both governmental and private bodies. 

We have been aware of the ever-increasing emphasis upon the 
important aspect of assisting the newly developing countries in their 
efforts to achieve self sustained economic growth. 

We have noted the many new initiatives being taken to develop 
more effective instruments—unilateral, regional, global—for Sho: 
ing this assistance. We have concluded that this is a time when 
really informed and active participation of citizens in the policy deci- 
sions involved might make an appreciable contribution to the adoption 
of sound programs of economic aid. 

Toward equipping ourselves and our communities for playing this 
role, local leagues throughout the country have held league and 
community meetings, sponsored lectures, conferences, study groups— 
often jointly with other organizations and with the cooperation of 
local or neighboring universities. 

We have tested our convictions in the light of new information, 
and we have tried to identify the essential elements that should 


character 1Ze an adequate program of economic assistance e. 
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RECOMMENDATIONS OF LEAGUE GROUPS 


Informally during the past 6 months, leagues across the country 
have been reporting the results of their studies. 

Last month for example the Dearborn, Mich. league made the fol- 
lowing recommendations on the basis of the thinking in its current 
meetings on economic assistance programs : 


The league should work for long-range programs such as the Development 
Loan Fund and the International Development Association, 

We should continue to press for expanded economic aid until the under- 
developed countries develop sufficiently to handle their own problems. 

We should encourage other developed countries to contribute their help in 
this effort, and we would be willing to participate with them in a larger aid 
effort. We wish to increase lending resources, and technical assistance. 

We should work for greater contributions to international instruments, but 
combine these efforts with bilateral aid to keep a balance between them. Most 
members felt that both types of aid are needed—the bilateral for national identi- 
fication and the multilateral to share the burden with other countries. 

There should be greater coordination and better administration of U.S. 
programs, preferably under the State Department, or with strong policy control 
by the State Department and by the Ambassadors in the field. We should 
pleee increased emphasis on improved procedures for the selection and training 


of U.S. representatives abroad. 

The league in Lawrence, Kans., after reporting on the specific areas 
of agreement, writes : 

One final point on which there seemed to be quite general agreement was that 
the United States can afford to continue and even to expand its foreign economic 
aid if we as a people wish to do so. Many members expressed the opinion that 
people would wish to do so if they knew the facts about the world economic 
picture and could be made to understand that by helping other countries now 
we will be helping ourselves in the long run by creating new markets for our 
goods. They do not believe we should continue to try to sell the foreign aid 
program to the public as part of the cold-war strategy but rather as something 
which this Nation should undertake on its own merits. Many of us feel we 
must increase our aid to the developing countries even if it means some mate- 
rial sacrifices by us and our fellow Americans, for if the economic gap is allowed 
to grow, it could engulf us all in the end. What seems expensive now may prove 
to be the most economical way to achieve world economic prosperity in the 
future. 

We have been analyzing these evidences of the thinking of our 
leagues and, as a consequence of our analysis, want to reaffirm league 
support of measures to promote international economic development 
and technical assistance. We believe our examination has shown that 
an effective overall plan for economic aid should be long range; 
involve joint participation by the United States, the other industrial- 
ized countries, and the developing countries; provide enough money 
at the right time to insure real progress; and be well- coordinated and 
efficiently staffed and administered. 

Insofar as the mutual security program is moving in some of these 
directions, the league supports its continued authorization and so 
urges passage of the Mutual Security Act of 1961. We believe the 
new trends that are evolving this year make the outlook for world 
economic development at the outset of the 60’s seem promising. 


IMPROVED SELECTION AND TRAINING OF OVERSEAS PERSONNEL 


Senator Green. Thank you very much for a very clear statement. 
I congratulate you. There are one or two questions I wish to ask. 
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In the first place you say we should place increased emphasis on 
improved procedures for the selection and training of our representa- 
tives abroad. Do you or any of your groups have such a plan ¢ 

Mrs. Perrutio. Any ideas about how that could be done? No, I 
think we have not gone into the details of that, but we feel that there 
is an area where more attention should be paid, and a great many of 
our league members do know foreign service people, and they know 
from experience that that is one of the things that can be done and 
should be done. 

Senator Green. There are a good many things which are hard to 
justify but which we do not seem to change because of custom. 


I am thinking of the appointment of ambassadors and ministers and 
so forth. 


Mrs. Perru.o. Yes. 

Senator Green. It seems impossible to pay them what they should 
be paid in order to live appropriately under the obligations of foreign 
service life such as what 1s expected of them in entertaining foreigners 
also travelling Americans who have made great complaints in visiting 
those countries. 

Mrs. Perruyo. Yes. 

Senator Green. Are there any suggestions to be made as to how 
they could be better selected ? 

Mrs. Perrutio. As to how they could be better selected? No, I 
don’t think I can give any definite suggestions on that, but it does 
seem to me that we need to build up in this country in all areas a 
respect for Government service. I think there is unfortunately a 
little tendency throughout our country to deprecate the service that 
a person gives to Government, and that if we could, through our uni- 
versities throueh all of our training institutions, throughout Ameri- 
can life give a little more real tribute to the people who go into Goy- 
ernment service, we might eventually build toward that. 

Senator Green. I think it would be very desirable if your groups 
could study and set down all the problems of this type in Government 
service. I think such a report would be of great value to the country. 

Mrs. Perrutyo. All right, I will report that. ‘ 

Senator Green. This is an area that I think citizens’ groups ought 
to be interested in and which has never been satisfactorily dealt with. 

Mrs. Perrutyio. I know there are a great many members of the 
League and a great many local leagues who have cited that as one 
of the problems in which they are most interested. But they haven’t 


gone farther than that as to making the suggestions about how to 
improve it. 


IMPORTANT TO ACQUAINT AMERICAN PUBLIC WITH URGENCY OF 
AID PROGRAM 


Senator Green. Mr. Lausche, have you any questions ? 

Senator Lauscur. Mrs. Petrullo, I would like through you to ex- 
press commendation and gratitude to the members of the League of 
Women Voters for the fine work they are doing in trying to acquaint 
the people with the significance and the urgency of this program. It 
1s a most difficult one to have the people accept, and it is only through 
the greatest effort that we will finally acquaint them with the fact 
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that. those who have studied the problem are firmly of the opinion that 
the program is indispensably connected with our national security. 

Mrs. Perru.xo. That is very kind of you, sir. 

Senator Lauscur. Now I would like to ask you a question. I 
noticed that you discussed economic aid and technical assistance 
primarily. 

Mrs. Perrutio. Yes. 

Senator Lauscne. You did not touch upon the defense support part 
of the aid program. 

Mrs. Perrutyo. No. 

Senator Lauscue. Or the military assistance. 

Mrs. Perrutto. No. We have confined ourselves to the economic 
aspects. 

Senator Lauscue. Your silence does not mean that you are opposed 
to these aspects / 

Mrs. Perrutto. No. Itsimply is not part of our program. 

Senator Lauscue. Thank you very much. 

Senator Green. Your statement has been very gratifying and I 
congratulate you. 

Mrs. Perrutito. Thank you, Senator Green. 

Senator Green. General Fellers, of the Citizens Foreign Aid Com- 
mittee. We will be glad to hear from you at this time. 


STATEMENT OF BONNER FFLLERS, BRIGADIFR GFNFRAL, US, 
ARMY (RETIRED), VICE CHAIRMAN AND NATIONAL DIRECTOR, 
CITIZENS FOREIGN AID COMMITTEE 


Mr. Freiiers. My name is Bonner Fellers, Brigadier General of 
the U.S. Army, retired. I have been graduated from various Army 
schools beginning with West Point and including the War College. 
For 2 years, 1940-42, I was the United States observer of combat with 
the British forces in the desert campaigns in Libya. From 1943 to 1946, 
I was on the staff of General of the Army Douglas MacArthur. To- 
day I appear as Vice Chairman and National Director of the Citizens 
Foreign Aid Committee. 

sefore L go on with my statement, I would like to introduce the 
statements that we had hoped to have presented personally by some 
other members. I have a statement here from Mr. Walter 
Harnischfeger. 

Senator Green. Would you like to present that for the record ? 

Mr. Fevers. For the record, yes. I have another statement from 
Colonel Willard of Rockwell, head of the Rockwell Manufacturing of 
Pittsburgh. Both these statements deal with the impact of foreign 
aid on our industry and on our economy. Then I have a third state- 
ment from Dr. Charles Tansill, a historian, author and lecturer, mem- 
ber of our committee, and it is on foreign policy, and its relation to 
foreign aid. Then I have a final paper which is a report to our com- 
mittee from a financial analyst and consultants of Groseclose, Wil- 
liams and Associates which is the basis for the economic data in these 


reports. 
Senator GREEN. Do you summarize these in your report ? 
Mr. Fruurrs. No, sir, I don’t have time to do that in 10 minutes. 
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(The statements referred to follow :) 


STATEMENT BY WALTER HARNISCHFEGER, OF MILWAUKEE, WIS., CHAIRMAN, 
CITIZENS FOREIGN AID COMMITTEE 


Mr. Chairman and members of the committee: I thank you for this privilege 
of being able to insert my views on foreign aid in the record of your hearings 
on this most important subject. My name is Walter Harnischfeger. I am 
Chairman of the Board of the Harnischfeger Corporation of Milwaukee. I 
appeal to you as a citizen concerned for the general welfare and security of the 
United States. In my presentation I discuss: THE IMPACT OF OUR FOR- 
EIGN AID GIVEAWAY PROGRAM ON THE AMERICAN ECONOMY. 

Iam a native of Milwaukee and Board Chairman of a 75-year-old manufactur- 
ing corporation whose products go to the far corners of the world. From Mil- 
waukee and our subsidiary plants, our products play an important role in the 
progress and development of many foreign countries. Therefore, I feel quali- 
fied to comment on and to evaluate our foreign aid program. 

It has already cost the American taxpayer more than $80 billion, not in- 
cluding American generosity, both Government and non-Government, in countless 
other forms for generations. 

There have been numerous developments during recent weeks which prove that 
there has been a breakthrough in national thinking concerning the perpetuation 
of the giveaway program in its present form. 

1. On September 28, both President Eisenhower and Secretary of the Treasury 
Anderson told the annual meeting of the World Bank, the International Mone- 
tary Fund, and the International Finance Corporation in Washington that other 
industrialized countries must help bear the foreign aid burden and must end 
their discrimination against imports of American goods. 

2, A “Buy American” policy has been adopted in the administration of the 
Development Loan Fund. 

3. The Director of the Budget, Maurice Stans, disclosed that Government 
spending was gaining a momentum threatening to wreck our economy, with our 
present public debt and future commitments now reaching the almost incredible 
total of about $750 billion—three-fourths of $1 trillion—apart from annual 
operating expenses. 

THE CITIZENS FOREIGN AID COMMITTEE 


The Citizens Foreign Aid Committee is dedicated to a program of arousing 
the American people to the peril of continued foreign aid. Our committee speaks 
from a wealth of experience. Various of our members have devoted a lifetime 
to successful foreign trade and foreign business activities—men like Sterling 
Morton, of Morton Salt Co.; Gen. Robert E. Wood, of Sears, Roebuck; Col. 
Willard F. Rockwell, of Rockwell Manufacturing Co. ; former Ambassador James 
Kemper, of Kemper Insurance Co.; the late Henning Prentis, of Armstrong 
Cork: Howard Pew, of the Sun Oil Co.; Edgar Monsanto Queeny, recent chair- 
man of the board, Monsanto Chemical Co.; former Ambassador Spruille Braden, 
and others. We have four distinguished West Pointers with the rank of general 
on our committee. 

Those who would label such men as isolationists with extensive overseas 
trade interests and investments are merely resorting to name calling rather 
than giving honest answers to questions the foreign aid problem presents. 

I, personally, have seen Europe on various occasions since before World War I. 
In fact, my business interests have taken me throughout the world. As one of 
the first civilians to visit Europe after World War II, under Army order to 
submit a report to the U.S. Senate, I personally saw the results of unsound 
fiscal policies resulting in inflation, government upheaval and misery. 

I returned recently from another extensive trip in various parts of Western 
Europe. I can add my voice to that of countless other businessmen, journalists 
and others to the fact that Western Europe not only has recovered but it is 
experiencing a tremendous boom in many places. Our committee urgently and 
insistently wants to know why American taxpayer money is continuing to flood 
Western Europe, to name only one area. 

Upon formation in March 1959, our committee recognized certain basic facts. 
We recognized that since 1932 when President Roosevelt called in the gold, we 
have gradually been giving up our economic freedoms. Meanwhile both parties 
were far along with spending habits that started with so-called domestic de- 
pression relief projects and grew to enormous global and seemingly endless 
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giveaway programs—all supported by the American taxpayer. No less a Goy- 
ernment spokesman that General Draper was quoted as saying that Uncle Sam 
might have to continue the foreign aid program for 100 years. 
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FUNDAMENTAL PRINCIPLES STATED 


At the outset, our committee outlined a set of fundamental principles that we 
felt were sound and to the interest of our country as conceived under our Con- 
stitution. As soon as we had developed our initial report, which was approved 
by every member of the committee, it was sent to all members of the Executive 
Department of our Government, to the Congress and thousands of citizens who 
are leaders in forming public opinion. We also organized a public relations 
program for press conferences and radio. 

On the occasion of my appearance before the Foreign Affairs Committee of 
the House of Representatives, the administration made public a 65-page report 
prepared by the departments of Government which are involved in foreign aid. 
It purported to be an answer in detail to our first report. Unfortunately, 
many of the facts referred to in the alleged answer were so worded as to be- 
come distorted. 

We proceeded to rebut the administration’s answer item by item in our second 
report. In the meantime, our research personnel developed information for the 
use of the various members of our committee who were regularly appearing 
before congressional committees. For the first time since the inception of for- 
eign aid, a group of citizens, outwardly and steadfastly opposed our foreign aid 
policy before Congress. 

In addition to this activity, members of our committee conveyed our message 
in speeches from the Atlantic to the Pacific to the Gulf of Mexico. Leading 
newspapers, especially in Washington, D.C., have carried our ads. 


ALARMING FACTS OF FOREIGN AID 


Our studies have disclosed wasteful foreign spending on a global basis. In 
the course of this spending, under the guise of economic assistance and military 
aid, there has been a serious impairment of our own economy and a weakening 
of the defense of America—the last bastion of the free world. 

One of the most serious adverse effects of foreign aid is the flight of gold— 
the devaluation of the dollar. 

In 1959, we exported merchandise totaling $16,211 million. Half of what we 
ship abroad is giveaway or goes to pay for giveaway. But our exports were 
also needed to support the private foreign expenditures of American business, 
of travel abroad, and to pay for the $15,335 million of goods we imported. To 
balance accounts, therefore, foreigners took, according to the Department of 
Commerce studies just released, $5,077 million in gold and liquid dollar balances, 
It is estimated that the loss in the year ahead will be at least $4 billion. Alfred 
Hayes, president of the Federal Reserve Bank of New York, in his recent speech 
before the National Foreign Trade Council warned that no objective observer 
would argue that we can face with composure anything like a $4 billion adverse 
balance continuing for an indefinite period. 

This process of drawing down dollars in gold or using them to accumulate 
investments in this country—bank balances and stock market securities—has 
gone on since the beginning of the Marshall plan. In the past 10 years, over $5 
billion of the gold supply has been drawn down, or 20 percent of the total, and 
the gold reserves are today less than they were at the beginning of World War ITI. 

Today, of our total gold stock of less than $1914 billion, something like $23 
billion is subject to call by foreigners. Anyone who recalls the 1929 panic 
knows that it doesn’t take much to tip the scales of public confidence and start 
a run on the bank. The point I would like to make is this. The U.S. dollar 
today supports the whole American economy, now running at twice the 1939 
rate with less than the 1939 backing in gold. The U.S. dollar also supports 
half of the world’s trade and provides half the backing of the free world’s cur- 
rencies. This is too heavy a burden to put on our diminishing stock of gold. 

Foreign aid spending is a major contribution to growing inflation—another 
menace facing America today. Inflation initially brings a business boom. 

iverybody is elated, prices are going up and everybody is making profits—then 
suddenly collapse, stagnation, misery, hunger, breadlines, factories idle while 
prices continue to rise. Unless this situation is brought under control, it is 
followed by political chaos and dictatorship. The only solution to the problem 
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is a balanced budget and a sound fiscal policy. The beginning of a sound fiscal 
policy is to stop the wasteful, extravagant, and useless spending of foreign aid. 

To date, we have spent some $80 billion in foreign aid. Currently, the over- 
sea costs of our foreign policy, including costs of garrisoning U.S. troops on 
foreign soil, is in excess of $8 billion a year. (See the studies presented by the 
Joint Economic Committee. ) 

The entire 4-year Marshall plan cost $13 billion and was enacted immediately 
after World War II at the time Europe was prostrate and in the great interna- 
tional crisis. It was to be a one-time program and was not to be perpetuated. 
Yet, today, over 20 percent of the personal income tax dollars of every American 
is hypothecated for foreign government expenditure. 


FOREIGN AID BREEDS STATISM 


The dollars that are provided for foreign aid are so astronomical that an 
efficient administration of the program is impossible. It also results in setting 
up a planned economy in nearly every country in the world. It breeds state 
trading which in turn breaks down commerce, American private investments 
and free enterprise, and it brings about international socialism, which is the first 
step to communism. 

Many of the loans that are being set up are repayable in local soft currencies 
which compete with hard currency and break down American investments 
abroad. Many loan commitments have been made in foreign countries to build 
up basic industry without consideration to the importance of building secondary 
industries and developing distribution. It takes much experience and many years 
to develop an efficient distribution organization, even in highly developed 
countries. 

It is unrealistic to build up artifically underdeveloped countries beyond the 
limitations of their internal resources and their ability to sustain them, and in 
turn subsidize them by American aid. American business possesses by far the 
largest know-how and experience to expand commerce and international trade 
on a self-liquidating basis with benefits to the American economy. Our com- 
mittee has recommended greater incentives for such industry to accomplish 
these results. 

FOREIGN AID FINANCES COMPETITION 


We have literally taken billions of our resources to provide our foreign 
competitors with the latest type facilities to strengthen their competitive effort. 
This effort is further strengthened by low wage scales. In Europe, labor cost to 
these competitiors is one-sixth of ours; it is one-tenth of ours in the Far East. 
The result is we are destroying one American industry after another, creating 
ghost towns, and are subsidizing unemployment through unemployment insurance 
at the taxpayer's expense. 

The huge foreign giveaway program our country has indulged in on a most 
lavish basis since 1940 started with lend lease, war relief, international agencies. 
Foreign aid administration has been in a state of constant change and turmoil. 
The supervision has been poor and the records even today are often not available. 
The favorite method of preventing an investigation is for the administration 
to term the pertinent records as classified information. 

An army of 20,000 bureaucrats has been developed to administrate and malad- 
ministrate the civilian tied into the Army procurement. The heads of this 
organization are given unlimited time to appear before congressional committees 
and even to utilize friends for propaganda purposes to justify the perpetuation 
of these efforts. 

In addition to spending billions on NATO, we have spread our Armed Forces 
and maintain oversea troops and naval installations at 73 far-away bases threne¢h- 
out the world. One emergency follows another which in turn is used to frighten 
us into more spending. 

The dollars spent abroad by the many spending agencies change hands many 
times. Many of them have enriched unscrupulous operators from here and 
abroad. However, they ultimately return as claims on the American economy 
and must be redeemed by the American taxpayer. Foreigners may exchange 
these dollars for American goods, land, residential and business buildings, stock 
shares and investments. 

Part of the foreign aid program involves the Development Loan Fund. I 
should like to make several observations on this lending device. First, 90 
percent of the loans go to governments instead of to private industry, and they 
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serve to increase the tendencies to statism and socialism in those countries. 
Private enterprise is unable to compete with state enterprise which gets its capital 
at low rates of interest, which pays no taxes and which, in the case of these 
foreign loans, are under little obligation to repay. The result is that we 
encourage state capitalism and socialism and put a blanket over private enter- 
prise. 

Second, our effort is directed to building complicated economies in the under- 
developed areas for which they are presently unprepared and which require years 
of preparation. 

Third, in certain areas we have fostered a lush growth of industry in com- 
petition with American industry. Where wages are at a subsistence level and 
where costly fringe benefits are unknown, we have further reduced manufacturing 
costs by providing the most modern machinery and processes. The result is that 
foreign wares of every sort and description are now flowing into the American 
market at prices with which our industries cannot compete. 


SAC——TRUE KEEPER OF THE PEACE 


Our defense dollar represents 60 percent of our total budget and is closely 
tied into our foreign aid expenditures. Members of our committee who have 
had top assignments in military affairs and possess practical experience in 
global defense planning believe that this entire defense program should be 
reevaluated. 

We believe that industries and all our intercontinental bombers, together 
with their essential personnel, should be provided with adequate bunker pro- 
tection against sneak nuclear attack. We believe this is a better investment 
than our present foreign aid program of wastefully scattering funds through- 
out the world. 

We believe that it is unrealistic to assume that it will be possible to eo- 
ordinate the military efforts of 40 to 60 allies on short notice in an atomic war. 

Our committee believes that our Strategic Air Command, SAC, is the true 
keeper of the peace and that the United States alone is providing the free 
world with the greatest known war deterrent—SAC—so long as SAC is superior 
to the Red strategic striking force our deterrent is likely to remain effective, 
but SAC bombers are wearing out and our missile program lags. 

The maintenance of air space and nuclear supremacy should be our No. 1 
objective. 





DOUBTFUL VALUE OF ALLIES 


Our committee believes that considerable savings can be effected by bringing 
home a substantial number of our troops and reducing our hardware handouts 
to allies who can be neutralized. 

We believe that reluctant allies are worse than no allies; that people who 
are unwilling or reluctant to meet the cost of their own military establishments 
are questionable allies. We have, in support of this view, the experience in 
Korea. 

CORRUPTION IN FOREIGN AID 


Our committee has made an extensive investigation of foreign aid which 
has disclosed a tremendous amount of graft, corruption, maladministration, and 
mismanagement. We have tabulated in detail many of these programs which 


have been brought to light at congressional investigations. 
COMMUNIST EXPANSION NOT ARRESTED 


Our committee is not unmindful of the fact that this huge unrealistic program 
was set up with the idea of fighting communism. Certainly it is in order to 
analyze the results we have attained. In Europe, the communistic element is 
strongest in the areas that have received the most financial foreign aid. Like- 
wise in the Middle East, communism has made substantial progress in spite of 
the millions which we have appropriated. According to the records, communism 
has expanded in Indonesia, Thailand, and in the Far East. In Latin America, 
certainly our lavish gifts have not stopped insurrection in Bolivia, Venezuela, 
Cuba, Guatemala, Haiti, and the Argentine. 

The Communist expansion is accomplished by infiltration and then seizing the 
government in power. Our billions wastefully spent on a global basis have not 


stopped this type of procedure. Even administration leaders stress the fact 
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that the Communist menace is now greater than ever even though we have 
spent $80 billion on foreign aid. Our best defense against communism is a 
healthy internal economy. 


FOREIGN AID PROMPTS PORK BARRE! 


The Mutual Security Act of 1959 is one of the greatest pieces of pork barrel 
legislation ever conceived. It is most unrealistic to assume that 6 percent 
of the world’s population, even though we have many resources, can indefinitely 
support 94 percent of the world’s population by a giveaway program, and if 
this is continued it can only lead to chaos and international bankruptcy. 

Proponents of global, continuing and ever-expanding foreign aid, expanding 
as new countries continue to be born around the world, would have the American 
people believe that the free world would suddenly collapse if foreign aid is 
killed. This is simply not so. There are abundant channels in existence 
designed especially to assist private overseas investment under our private 
enterprise system that can he adequate to any development situation arising. 

The complete return to private enterprise in the financing of the needs of 
free world nations would restore to beneficiary nations the integrity, respect- 
ability, and responsibility lacking in government-to-government foreign aid 
programs. . 

POSITIVE PROGRAM RECOMMENDED 


Our committee has not taken a negative approach to this involved problem. 
We have made a series of recommendations to liquidate the giveaway programs 
systematically and rationalize this program in order to put it on a business 
and self-liquidating basis. 

We make the following recommendations to Congress 

1. That our traditional general private charity and governmental grants to 
relieve disaster be continued; that we encourage the expansion of our private 
missionary efforts. 

2. That in countries which we are morally obligated to defend and which are 
directly threatened with Red aggression, military assistance should be continued 
for the time being, but on a realistic basis. 

3. That for our own survival and the survival of the free world, the United 
States build and maintain overwhelming air, space, and nuclear supremacy 
over that of the Soviet Union. This can be effected for less than is now being 
spent for defense and foreign aid merely by reducing the appropriations for 
our military surface forces which are no longer decisive, and by terminating 
foreign aid. 

4. That foreign aid which directly or indirectly promotes governments that 
are hostile to our constitutional concepts of government be terminated immedi- 
ately. 

5. That we cease immediately using foreign aid to enable socialistic govern- 
ments to finance government-owned industries that discourage private enterprise, 
support a basic principle of communism, and are a competitive threat to Ameri- 
ean industry. 

6. That, so long as governmental foreign aid is continued, the recipient should 

pay a part of the cost of the proposed project; that our aid should terminate 
when the conditions on which that request is based have been remedied; that 
private, technical, scientific, and educational assistance be extended only to 
friendly peoples who seek our aid on a cash or loan basis. 
7. That greater encouragement be given to private capital as a substitute for 
governmental-financed programs. Foreign gifts stimulate socialism and com- 
munism. American foreign investments build up the standard of living, increase 
production, produce profits and taxes, and are self-liquidating. 

8. That soft and local currency loans, which represent an unsound practice, 
be abandoned. 

9. That counterpart funds, which are impossible to administer effectively and 
are a political fester in foreign countries, be liquidated by sale on the best 
terms obtainable and all counterpart accounts be closed. 

10. That until foreign aid is terminated, the Congress take steps properly 
to exercise close supervision and control over the manner in which all foreign 
aid funds are being spent; that aid during the tapering off process be handled 
by the Export-Import Bank. 

11. Our committee holds that the American people have the right to demand 
from the administration well-defined objectives for the foreign aid program 
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so that they can be evaluated in the light of our huge national debt and deficit 
spending. 

2. That the Congress cut the President’s fiscal year 1961 request for foreign 
aid by 50 percent. 

During the last two decades we have been gradually losing our freedom. Our 
Government is rapidly drifting from a capitalistic society to a_ socialistic 
government. 

The one world philosophy, plus our unsound fiscal policies, will result in 
pulling our standard of living down to the standard of the underdeveloped 
countries. 

Billions of dollars are voted by our Congress and are squandered on a global 
basis without adequate control and in areas where our people do not have the 
opportunity to observe the results. It is further questionable whether these 
appropriations are constitutional. 

The forces involved in this international revolution are so great that no 
living individual can accurately appraise the results. 


FIRST PRINCIPLES 


There is, however, a simple axiom that we should follow to avoid disaster 
and that is to keep the home bases strong and to maintain a sound fiscal policy 
and a sound dollar. 

It is axiomatic when a family lives beyond its income bankruptcy results. 
When a business gets into financial difficulty, a receiver is appointed. When 
a government spends more than its income and mortgages the future of several 
generations, inflation and a breakdown of its social structure result. 

I believe we all recognize that we are living in 1960 when the world has 
shrunk by reason of modern aviation. The facts remain that we have grown 
and prospered over many years by adhering to a constitutional form of govern- 
ment which has produced a nation of the highest standard of education, the 
greatest wealth per capita, the highest standard of living in the world, and 
a society of free men. 

Under the Constitution, our Government is supposed to be the servant of 
the people rather than the people’s being the servant of the Government. 

There are many areas of government operation in which public scrutiny is 
necessary to eliminate waste and poor administration. The foreign aid program 
presents you members of the Senate Foreign Relations Committee with a real 
opportunity and challenge to bring about economy and efficiency in Government. 
You can help to rationalize this huge bureaucratic undertaking by eliminating 
foreign aid as a permanent public handout. 





STATEMENT OF Cot. WILLARD F. ROCKWELL OF PiTrspuRGH, PA., REPRESENTING 
THE CITIZENS FOREIGN Arp COMMITTEE 


IMPACT OF FOREIGN AID ON U.S. INDUSTRY 


Mr. Chairman and members of the committee: My name is Willard F. Rock- 
well, I am chairman of the board of Rockwell Manufacturing Co. and Rockwell- 
Standard Corp., which together had sales of over $400 million in 1959, over 19,000 
employees, and over 43,000 stockholders. These companies operate from 1 to 7 
plants in 18 different States, 4 wholly owned plants in Canada, Germany, and 
Switzerland, and have partially owned plants in Canada and Brazil, with affili- 
ated companies in other foreign countries, including England, India, Italy, and 
Mexico. 

For this committee’s information on my record: My military service started 
in the Massachusetts Militia more than 50 years ago. I have been on active duty 
with the Army periodically since World War I, including the day when Pearl 
Harbor was attacked. At that time, I was rejected on account of age from 
combat duty, so I advised the Adjutant General that I could not be assigned to 
any position involving military procurement which might subject me to a charge 
of conflict-of-interest. 

I was appointed Director of Production and Procurement in the Maritime 
Commission, where I served from April 1942, until 1944. I served simultane 
ously on the Army and Navy Munitions Board’s Executive Committee and 
the War Production Board’s Requirements Committee, and so forth. 
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In January 1953, I was drafted for service with the Mutual Security Agency. 
It had been announced that there would be considerable revision and consoli- 
dation with such other agencies as the Economic Cooperation Administration. 
I was sent to Europe to study mutual security operations in France, Italy, 
and England, and to maintain contact with the several evaluation teams, 
which had been appointed by Governor Stassen to report on MSA status in all 
NATO countries. In March 1953, I was appointed Assistant Secretary of 
Defense for Logistics and Supply and relieved from my assignment with the 
Mutual Security Agency. Possibly my unfavorable MSA report prompted this 
transfer. 

RESULTS OF OFFSHORE PROCUREMENT 


Press reports indicate that Secretary of the Treasury, Robert Anderson, 
has reversed one of the original foreign aid policies. In 1953, foreign recipients 
of our dollar aid were told that they must not buy anything in the United 
States if it could be purchased in any foreign country—the announced purpose 
being to spread our aid to any one foreign country, wherever possible, to other 
foreign countries. Secretary Anderson’s new buy American policy may some 
day be recognized as “locking the barn door after the horse is stolen,” but 
if he can firmly establish and enforce it, he will have aided every worker, 
investor, and taxpayer in this country. 

Labor leaders know that our domestic markets are being invaded by low- 
wage foreign-made goods, and it is certain that we cannot meet that compe- 
tition on a free-trade basis. When production slows down abroad, our markets 
will be flooded with imports, our employment payments will mount, and our 
Federal deficits will double because of lower tax collections and higher relief 
expenditures, until we take strong action to cure the situation—and the longer 
we procrastinate, the longer we shall require for a painful recovery. 

I am convinced that the great majority of our citizens have become opposed 
to having their heavy tax burden increased to obtain the billions which have 
been given to our present strong allies, our former allies, and our former 
enemies. I believe that the switch from Marshail plan monetary aid to foreign 
military aid and the vast offshore procurement programs were really 
subterfuges. 

Accompanied by military officers representing Army, Navy, and Air Force, 
in 1953, I was ordered to inspect and report on the efficiency and productivity 
of various foreign plants which were producing our offshore military orders. 
In one plant in western Europe, shells were being produced on rebuilt machines 
which had seen duty in the First World War. In that particular country, 
there is a very heavy tax on new machinery, and to avoid that annual tax, 
more money was being spent in rehabilitating and motorizing old machines 
than would be required to produce new machines. I saw new hydraulic 
presses made of steel castings which had never been painted, in the hope that 
the tax collectors would not recognize them as new machines. Managers in 
many foreign plants have learned how to dodge taxes, and have the sincere 
eonviction that tax dodging is justified because of the everexpanding greedy 
attitude of the tax collectors and the pandering political spendthrifts. If such 
methods are questioned, managers mutter that self-preservation is the first 
law of nature. High taxes in this country are promoting the same sordid 
strategy, as everyone should know. 





ILL-WILL ABROAD 


Because of long-time friendship based on private business relations in many 
countries, I have been given frank expressions on how our mutual aid program 
is regarded. In England, for example, I was told by a widely Known indus- 
trialist that our generosity—both private and government—was beyond any- 
thing ever known; but, he added, “If your government had not given so much 
to our country right after the war when the Labor Party was in power,. the 
vast losses resulting from nationalization of our industries would have exposed 
that folly several years before it became fantastically obvious, and Great Britain’s 
economy would have recovered several years sooner.” 

On another occasion when I was asked to speak on foreign affairs before the 
largest Rotary Club in this country, a British consular official denounced our 
country and said we owed our very existence and all our prosperity to England. 
He said that we had failed to go to England’s assistance in 1914: that we took 
advantage of the situation to profiteer on everything we sold the allies; and 
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that we only entered the war when we feared that Germany might win the 
victory and dominate our world. He said we did the same thing in World War 
II, and would have continued to stand aside, bleeding the allies through our 
profiteering, if we had not again feared that Germany and Japan would win 
over them and then attack us. After exhausting himself with his hysterical 
outburst, he partially apologized and said that his bitterness resulted from the 
loss of his entire fortune and some members of his family in World War I. 

These two incidents merely illustrate the wide difference of opinion among 
Britishers—some of whom say we have been generous to a fault, and a small 
minority, who claim that what little aid we gave them was a very sorry return 
for what they gave to us in blood, sweat, and tears. Our citizens who are best 
acquainted with England and its people are usually its greatest admirers, and 
that attitude is duplicated in the attitude of most good Englishmen toward us, 
I sincerely believe. 

Our best friends in Europe are now worried about our fiscal situation, realizing 
that uncontrollable inflation in this country could destroy the stability of most 
of the civilized world’s economy. Even the most envious realize that if our 
country becomes less powerful than Russia, all free Furope’s future is in 
jeopardy. 

Our country agreed to replace all the French railroads that were destroyed 
during World War II. We carried out this promise, but only after it was 
completed did some French officials complain that we had rebuilt some railroad 
branches which were no longer useful, because of the shift of commerce and 
industry—and that we had thereby foolishly increased the French Government’s 
expenses. 

OVERSEAS STAFFING PROBLEM 


The difficulty in obtaining competent men for public office is well known, and 
it is far more difficult to obtain competent men with foreign experience, who 
are willing to go to foreign countries and take the months or years required to 
study the problems, plan their solution, and carry out a profit-producing pro- 
gram. For many years, congressional committees have reported on the incom- 
petency of our representatives in foreign aid, ranging from outright dishonesty 
to utter inability to either plan or execute a helpful program. When our rep- 
resentatives cannot speak their language and insist on better living quarters 
than they were accustomed to at home, they invite envy and criticism. They 
furnish material for Communist propaganda. 

In many foreign countries, our lavish gifts are looked upon with angry sus- 
picion because they are often regarded as preliminary steps to imperialistic 
expansion, or a subtle scheme to draw the recipients into a future capitalistic 
contest with Communist nations. In the face of our clean past record, Commu- 
nists do convince them that we plan a war of aggression for our own selfish 
interests. 

COMPETITION FINANCED BY FOREIGN AID 


Having plants in this country which are producing the identical items which 
we produce in our foreign plants, we know that our domestic wage costs are 
considerably more than 4 four times the wage costs in England, Germany, or 
France—and more than 10 times Japanese wages. We know that these coun- 
tries subsidize exports, and in some instances guarantee exporter’s credits, 
while many of our superior products shipped to them before, during, and for 
several years after the war, have been completely barred since 1948 by various 
devices, such as currency restrictions, quotas limiting importations, etc. See- 
retary Anderson insists that currency, quota, and tariff restrictions against 
our exports must be reduced from now on; but during the period when we were 
cut off, many of our products have been duplicated by foreign competitors— 
with a saving to them of the millions of dollars we have invested in research. 
experimental work, tooling and machine design, etc. In more than one instance, 
our designs were not only copied, but our trademark was pirated; and there is 
no way in which we can obtain compensation for the outright expropriation 
of our valuable intangible assets. Both our military and civilian foreign aid 
representatives admit they have obtained blueprints of U.S. products for the 
specific purpose of setting up competition in foreign countries without our knowl- 
edge or any form of compensation. Russia obtains copies of every patent 
issued here, and the record of what Russian spies have stolen from us is too well 
known to need mention. The Russian commercial invasion is yet to come, but 
come it will. 
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Over 2 years ago, I asked the manager of one of our leading U.S. machine tool 
builders how he could meet the increasing foreign competition, and he answered 
very frankly that he was buying and using foreign machine tools to lower the 
cost of producing his machine tools in this country. The minimum saving on 
imported European standard machine tools is 35 percent, and the Japanese im- 
ports show much greater savings. 

Our American machine industry has been the basis of most of our great indus- 
trial expansion, which made us, in less than 100 years, the most powerful Nation 
in the history of the world—both on a peacetime basis and in global warfare. 


U.S.-FINANCED GERMAN COMPETITION IN BRAZIL 


Only recently, in negotiating to establish a partial interest in a Brazilian 
plant through furnishing them with capital equipment and know-how, I was 
asked why our U.S. machine tool builders would not sell to Brazil on credit in the 
post war years. My Brazilian friend pointed out that West Germany accepted 
orders on long credit terms, which our machine tool builders could not, or would 
not, finance, but he had learned that the West Germany credits were established 
only through the use of Marshall plan funds. In other words, U.S. industry is 
heavily taxed to give Marshall plan funds to West Germany, ard these funds are 
used to sell foreign machine tools on credit to Brazil. Having once established 
German sources as suppliers of machine tools to Brazil, it will be just so much 
more difficult for U.S. machine tool builders to obtain future orders, because the 
German machine tool builder will have established parts and service agencies 
where the U.S. builder has none. 

From 1939 up to 1948, our European competitors were not able to maintain 
their trade in South American countries, where they had predominated befcre 
World War II because of their lower wages, lower taxes, and many other lower 
costs—especially transportation. American corporations took over this business 
by default during that period, but most of us knew that we could not retain the 
business very long because our costs had increased since 1939 much more rapidly 
than in Europe and Japan. To hold our Latin American business we had to 
establish plants in Europe, and we were also requested to do so by our Feder: 
Government as another form of foreign aid. 

This means exporting our capital where there is risk of confiscation in war 
time, exporting our workers’ jobs, and building up the strength of other countries 
while weakening our own country. 

The trade magazine Steel, on April 6, 1959, pointed out that increased imports 
of steel in 1958 switched over 14.000 U.S. jobs to other lands—increased imports 
of automobiles switched 48,000 U.S. workers’ jobs to other lands, and increased 
imports of machine tools eliminated over 3,100 more jobs in this country. The 
magazine Steel on May 11, 1959, pointed out that the Navy saved 837,000 over 
the U.S. price on a ship-plate contract, but our Government lost $67,000 in taxes 
because our steel mills lost the order, so that the minimum net loss in Federal 
income was $30,000. 

We are still able to sell sheet steel in Europe because our steel producers have 
built up tremendous production to satisfy our U.S. automobile and appliance 
industries’ requirements. Our very best and latest type of sheet steel mill has 
been built recently in Wales with foreign aid funds. With the advantage of very 
much lower wages and because profits will be high, more sheet mills will be built 
over there and more jobs will be gone forever over here. 

Henry Hazlitt, of Newsweek of May 26, 1958, pointed out the fallacy of a state- 
ment by our then Secretary of State—that the bulk of our mutual security funds 
are spent in the United States—thus creating employment—which is the equiva- 
lent to saying that we can always create employment by making similar goods 
and dumping them into the sea. Unfortunately, it is actually worse when we give 
these goods without cost to our foreign competitors, because we enable them to 
lower their costs and dump that much more material into our country. So, in 
the end, our taxpayers pay the cost of that foreign aid and then find it even more 
difficult to lower their costs to meet the newly created foreign competition, 
subsidized by our taxes. 

Army procurement authorities have brought thousands of trucks from Japan, 
which are duplicates of the American standardized military truck. These trucks 
are sent. to Asian countries as military aid. The apparent saving over pro- 
ducing these trucks in the United States is more than offset by the additional 
taxes on U.S. citizens to pay the Japanese, and the additional cost to our Federal 
Government for unemployment compensation plus the loss of corporation, em- 
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ployee, and stockholders’ taxes, which together are usually considerably more 
than 25 percent of the total price which would have been paid to U.S. producers, 

The United States is the only industrialized country in the world in which 
the government does not encourage domestic industry, but persists in harassing 
and taxing it to the utmost, while extending aid to foreign industry to an extent 
which has driven many domestic industries into bankruptcy. The theorists who 
tell us businessmen that we can meet any foreign competition if we go to work 
are not handicapped by having had practical experience in such a futile experi- 
ment. Our foreign competitors are not inferior in any incurable way, and, given 
the advantage of lower wages, they can adopt any cost-cutting device now avail- 
able to us and thus increase their present many competitive advantages over us! 

In conclusion, let me point out that our best and truest overseas friends are 
woefully worried about our weakening dollar, and our growing deficits, and the 
possibility that our gold reserves will be drawn down to the vanishing point. 
They see us in the position of a strong man who has volunteered so many blood 
transfusions that he may not be able to stand up and defend his younger or 
weaker friends against imminent and increasing threats of aggression. Our 
total national debt now exceeds that of all of the other allied nations put to- 
gether. We have learned the truth of the Spanish saying that “you can hire a 
servant, but you cannot buy a friend.” We should also recognize the cynical 
saying which defines gratitude as “a kindly feeling for gifts that we are about 
to receive.” Where is there the slightest assurance that we shall have any allies 
if we become too weak to resist Red Russia? The common people of this world 
want peace, and they are not going to give up peace willingly to take sides if the 
two biggest powers decide to commit themselves to a suicidal conflict. Our only 
hope to save others—as we have done in the past—is to make sure that we can 
stand alone and stand off our aggressive enemy whose manpower resources are 
far greater than ours right now. If we lose our industrial leadership, all we 
cherish may be lost. This is my conviction. 





STATEMENT OF Dr. CHARLES CALLAN TANSILL, WASHINGTON, D.C., CoLLEGE PRo- 
FESSOR, AUTHOR, AND LECTURER, MEMBER OF THE CITIZENS FOREIGN AID 
CoM MITTEE. 


Mr. Chairman and members of the committee, my name is Charles Callan 
Tansill. For 43 years I have been a professor of American diplomatic history 
in five different universities. From 1944 to 1958 I was professor of American 
diplomatic history at Georgetown University. For 10 years I was attached to 
the Senate Committee on Foreign Relations as a technical adviser. I am 
the author of 10 books in the field of international relations and have lectured 
widely both here and abroad. I am now engaged in the task of writing a biog- 
raphy of Cordell Hull, Secretary of State under President Frank'in D. Rooseve!t. 
Today, as a member of the Citizens Foreign Aid Committee, I submit a state- 
ment upon the very important subject of: A Foreign Policy for Today. 

As one studies the confused course of American foreign policy the question 
inevitably arises as to whether it is conceived primarily in the interest of the 
United States or whether the strong feeling of internationalism that has devel- 
oped since the close of World War II has set some unfamiliar goals for 
American efforts. Down to the outbreak of that conflict the age-old concept 
of American isolationism was so widely accepted that President Roosevelt 
was compelled to take us into that war through a back door. The impact of 
American intervention in a second world war with all the attendant propa- 
ganda in favor of American sacrifices for world ideals had a profound effect 
upon any formulation of foreign policy. The fact that we did not gain the 
objectives for which we had fought was deeply disturbing. It was crystal 
clear that, after 4 years of desperate encounters in many parts of the globe, 
we had defeated some major enemies but we had also armed and equipped a 
powerful, semi-Asiatic nation whose philosophy of communism made it an 
inevitable foe of the United States. In 1945 America was the most powerful 
nation in the world and its possession of the secret of the atomic bomb con- 
firmed its dominant position. 

It was obvious that in the future America could continue to enjoy this fact of 
superior strength and move from isolation to world leadership. Instead, our 
lax security regulations let our atomic secrets be stolen and our leaders were 
afraid to assume the heavy responsibilities that went along with a dominant 
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political position. Fainthearted leadership in the face of growing Soviet military 
strength caused America to lose faith in its ability to cope with the problems of 
the future unless we had political partners. Our foreign policy was one of fear 
and indecision. Having no blueprint for the future, President Truman led us 
into a United Nations that could limit American sovereignty but could not 
preserve world peace. When this fact became obvious he decided upon a policy 
of containment that would attempt to hold back the Red tide that had inundated 
much of Europe and vast areas in the Far East. Such a policy meant that our 
Presidents knew the phony character of the United Nations and reluctantly 
realized that it might be expedient for the United States to strengthen certain 
foreign nations so they could help defend American interests against the rapidly 
growing Soviet might. The Truman doctrine of foreign aid was partly a 
confession of American military weakness and the expression of a belief that 
America had to buy friends who could save her in a moment of dire peril. This 
Truman confession of a lack of faith that America alone can meet the challenge 
of the future, was adopted as a major article in the creed of President EHisen- 
hower. 

Many Americans have hoped that the heavy expenditures for foreign aid 
during the early years of the Eisenhower administration would diminish as our 
foreign friends grew stronger in a military sense. But this has not been true, 
and in a recent message to Congress the President called for a larger appro- 
priation for foreign aid than was voted last year. Some Members of Congress 
girded themselves for war against this Presidential request with its sharp over- 
tones of a demand. They remembered how the White House in previous years 
had coupled its requests for foreign aid with a strong statement that such 
assistance is necessary so that we can buy friends abroad and thus build a 
cordon safety against the conspiracies of the Communist world. The old concept 
of “fortress America” has no place in the Eisenhower mind. Indeed, on October 
26, 1957, he loudly proclaimed that the idea of “national self-sufficiency is now 
out of date.” Secretary Herter has taken up this refrain and is warmly ad- 
vocating an international police force to insure world peace. Needliess to say, 
America would surrender her national sovereignty if she became a member of 
such an alliance. 

But this talk of American sacrifice for world betterment is nothing new. It 
goes back to Woodrow Wilson’s typical pronouncement: “America, servant of 
the world.” It was Wilson who started the push for foreign aid. When the 
World War broke out in 1914 the British expeditionary force in France was de- 
pendent upon American supplies of the necessary munitions of war. Both 
Britain and France needed American loans to finance the purchase of these 
munitions and the President slowly responded to the pressure of Wall Street 
and consented to the flotation of these loans which soon ran into billions of 
dollars. When America entered the war in April 1917, the stream of foreign 
aid deepened and widened and loans to the Allies were now made by the 
Treasury Department and not by private banking interests. When sugges- 
tions were made that the Allied Governments repay these loans that had saved 
their national existence, Uncle Sam was called Uncle Shylock and no real 
effort was made to liquidate them. 

These loans, however, were really a small fraction of the total cost of the 
war to the United States. Expenditures for military purposes, interest pay- 
ments, veterans’ benefits, and the costs of certain Government agencies amounted 
to the large total of more than $72 billion. But the most important item in 
this bill of foreign aid was the cost in terms of American lives. We sent 
millions of soldiers abroad in order to insure an Allied victory. The total 
deaths among these troops were 116,563. Some years ago a friend took me on 
a tour of American military cemeteries in France. As I looked at those thou- 
sands of white crosses in their endless rows that stretch across the French 
countryside, I realized for the first time the real cost of American foreign aid. 

But this vast sacrifice and these huge expenditures for foreign aid did not 
bring the peace which we hod hoped to achieve. We had entered the war to 
“make the world safe for democracy” and to “put an end to all wars.” We 
did not gain those objectives and therefore we lost the war. In a military 
sense we had been victorious but the important goals we had envisioned in 
1917 were never realized. The great parade of 1917-18, bright with all the 
panovly of war, had gotten lost on some detour of secret diplomacy, and for 
a decade during the postwar period there was bitter disillusion in most 
American hearts. 
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In America, however, there remained a spark of charity that could easily 
be blown into a flame by some pressing want in any part of the globe. In the 
summer of 1921 there was a widespread drought in the valley of the Volga 
River. For the starving people of Russia the Government of the United States 
had deep sympathy and a warm desire to be of aid in time of distress. When 
Maxim Gorky, a distinguished Russian author, sent a plea to the United States 
for food to save the lives of a vast number of people threatened with starva- 
tion, President Harding at once authorized a program of aid. It was to be 
administered entirely by Americans. It was not long before a million tons 
of food were hurriedly shipped to Russian ports and it has been estimated 
that more than 10 million Russians were saved from starvation. Colonel 
Haskell, who was in direct control of the distribution of this food, was a little 
naive and he believed that this act of generosity would long be remembered by 
Russians. 

He was certain that the story of this foreign aid “would be lovingly told in 
Russian households for generations. * * * We have created in the assurance 
of good will from the Slav races a great inheritance for our children.” It is 
probable that the Bolshevik leaders regarded this demonstration of Christian 
charity as a sign of capitalistic weakness which in later years they could use to 
significant advantage. They were entirely right in this supposition. 

The main weakness in American democracy which Stalin quickly detected and 
thoroughly exploited was lack of effective or dedicated leadership. In 1932 
Franklin D. Roosevelt was elected President and even before he moved to Wash- 
ington he adopted a very dubious foreign policy. In the Far East, Soviet dom- 
inance had been blocked by the opposition of Japan that erected bastions of 
defense in North China. Secretary Stimson, with a complete misunderstanding 
of the important factors in that uneasy equation, had initiated pressure against 
Japan that led her eventually to leave the League of Nations. Stimson never 
seemed to realize that Japan was the only nation that could stem a Red tide that 
had flowed over Sinkiang and Outer Mongolia and threatened to inundate all 
North China. His policy of constant pressure upon Japan led to strained rela- 
tions, and in January 1933 President-elect Franklin D. Roosevelt had a confer- 
ence with Stimson and adopted his very dubious Far Eastern policy. It was 
Roosevelt’s first step along the road to intimate association with Soviet Russia. 

On November 16, 1933, Roosevelt accorded recognition to the Bolshevik gov- 
ernment of Russia. During the previous year Stalin had ordered the execution 
of some 6 million kulaks, or well-to-do farmers, who did not fit into his plans for 
rigid agrarian control. With his hands red with the blood of millions, he reached 
them across the broad Atlantic and they were grasped with enthusiasm by 
President Franklin D. Roosevelt. It was an unholy entente that carrier within 
its sinister embrace the seeds of American destruction. 

Russian recognition gave immediate encouragement to American traitors like 
Harold Ware, Alger Hiss, John Abt, Nathan Witt, and a host of other dubious 
characters who rushed to Washington and became an important part of the New 
Deal machine that looked to Moscow for direction. Following inspiration from 
the White House a sort of mass hysteria swept over the United States. The 
American Youth Congress and the League of American Writers worked un- 
ceasingly to spread propaganda favorable to Russia. Scholars and literary men 
like John Dewey, George Counts, Theodore Dreiser, and Sherwood Anderson 
responded to the call of Soviet culture. Van Wyck Brooks was one of the promi- 
nent signers of the call for a second congress of the League of American Writers 
where Fuhrer Browder played a conspicuous role. In those days the $64,000 
question was whether America should imitate in an intimate manner the Soviet 
way of life. Carl Van Doren beat a path for the rest of his clan to follow by 
placing his signature on a league manifesto announcing a show that most Ameri- 
cans knew was “rigged.” And finally, Comrade Stalin showed these pseudo- 
Americans how to play the Russian brand of roulette by signing on August 23, 
1939, a treaty with Adolf Hitler. It was a blow from which masses of American 
liberals never recovered. 

Along the diplomatic front a different situation was developing. The first 
American Ambassador to Soviet Russia was William C. Bullitt who as early as 
1919 had advocated recognition of the Soviet political experiment. His first 
months in Moscow in 1933-34 were an exercise in diplomatic sparring and it 
was not long before Bullitt perceived the fact that the Russian Foreign Minister 
was a master of mendacity. There was no real disposition to pay the debt that 
had long been due to the United States and beneath the flow of smooth talk 
there were disturbing accents at times that sounded a note of deep hostility. In 
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1935 the dispatches of Bullitt contained indications that the Soviet leaders were 
hatching plots to destroy all capitalistic countries. In the spring of 1936 he 
was heartsick of Communist conspiracies, and on April 20 he sent to Wash- 
ington a long dispatch in which he frankly warned the President of the dark 
designs that were being worked out in the Kremlin: “It must be recognized 
that Communists are agents of a foreign power whose aim is not only to de- 
stroy the institutions and liberties of our country but also to kill millions of 
Americans.” 

No sharper or more significant indictment of the Soviet Government was 
ever penned by an American representative to Moscow, but Roosevelt disre- 
garded it entirely. He had fallen under the spell of Soviet propaganda and he 
refused to accept the fact of a Communist conspiracy aimed at the destruction 
of the American way of life. He transferred Bullitt to Paris and replaced him 
with the acquiescent Joseph Davies whose dispatches read like the fables of 
Baron Munchausen. 

But these fables taxed even the credulity of President Roosevelt when Rus- 
sian armies in 1940 overran Finland in a war of ruthless aggression, and our 
Chief Executive was finally moved to appeal to Soviet generals to refrain from 
a continued bombardment of open Finnish cities. Churchill joined in these 
pleas to Russia and when they were ignored the League of Nations expelled 
the Soviets from membership. In the United States American opinion was 
ardently pro-Finnish. Fiorella H. LaGuardia, Mayor of New York City, sup- 
plied a terse statement that expressed the sentiment of millions: “Democracy 
is on the side of Finland, civilization is on the side of Finland, and Finland is 
on the side of God.” 

President Roosevelt was finally provoked into declaring that Russia was a 
“dictatorship as absolute as any in the world.” The city council in Cambridge, 
Mass., voted to bar all literature embodying the words “Lenin” or “Leningrad,” 
and Mayor George U. Harvey, of Queens, decreed a half holiday for all borough 
employees so they could celebrate the razing of the Soviet pavilion at the 
World’s Fair. Theater and movie personalities were deeply moved by the plight 
of Finland. At a large auction in New York for Finnish relief, Paulette 
Goddard donated her nightgown, Dorothy Lamour parted with a bright-colored 
sarong, and Lana Turner surrendered a lock of golden hair. 

But despite all this color and enthusiasm in most American cities there was 
no effective assistance sent to Finland which was finally crushed by Soviet 
military might. And the surface character of this American pro-Finnish senti- 
ment was clearly shown in June 1941 when Hitler's armies invaded Russia. 
Roosevelt quickly forgot his denunciations of Russian brutality concerning 
Finland, and when Finnish military forces enlisted Nazi help in ejecting Soviet 
conquerors, the White House quickly showed its strong displeasure of any asso- 
ciation with Hitler's Wehrmacht. In Germany there were millions of Catholics 
whose religious leaders had felt the rough hand of Nazi oppressors, and whose 
underground was awaiting some chance to rise against the tyranny they bitterly 
hated. This underground received no encouragement from Roosevelt who 
quickly swallowed his words of denunciation of the Soviet system and suddenly 
became an ardent convert to the belief that the best interests of the entire 
world could be admirably served by close association with the masters of the 
Kremlin. No decision ever made by a statesman had greater impact upon 
world politics. The commanding position of Soviet Russia today is directly 
traceable to this decision, and in order to implement it the President sent Harry 
Hopkins to Moscow to promise everything and exact nothing. 

In the testimony of General Bogolepov before a congressional committee 
we have the story of how the Russian leaders were ready to make sweeping 
concessions with reference to Polish frontiers and other matters of importance 
in order to secure American aid. They were greatly surprised when Harry 
Hopkins warmly assured them that the President was determined to extend 
to Russia unconditional assistance. All the warnings he had received about 
the Communist conspiracy against the United States were dismissed from his 
thoughts. Only Fascist dictators were a danger to American security. 

A new chapter in foreign aid was now opened and the “Diary” of Maj. 
George R. Jordan has some interesting insights into the volume of war materiel 
that was flown to the Soviets and the character of some of this materiel. 
Patents of important American inventions were sent in vast numbers and some 
of the basic elements out of which atomic bombs are made were transported 
in considerable quantities. In his revealing book, “The Strange Alliance,” 
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General Deane tells in detail of the manner in which the Russians received 
this American bounty which saved their national existence. American gen- 
erosity evoked no warm thanks and at times Soviet insolence deeply annoyed 
General Deane. One of the leaders in Moscow who always demanded more 
and more and who grew less and less courteous was the Commissar of Foreign 
Trade, A. I. Mikoyan, a recent visitor to the United States. Upon occasion 
Mikoyan’s incivility was reflected by his entire staff and General Deane 
remarks that “when it was ‘Kick-the-Americans-in-the-pants-week,’ even the 
charwomen would be sour.” In spite of this chilling ingratitude, American 
aid to Russia reached the tremendous figure of $11 billion and it helped to 
create the Frankenstein that now menaces American security. 

But Russia was not the only nation to which we sent foreign aid in the 
months just preceding World War II. In 1941 both Britain and France were 
hard pressed by Hitler’s armies, air force, and submarines. In order to extend 
effective help to them, President Roosevelt devised a new plan of foreign aid. 
He would not only assist them by sending much-needed war material but he also 
put through a dubious arrangement whereby we would send to Britain 50 des- 
troyers in return for the temporary cession of naval bases on British territories 
in the Caribbean. This transfer of part of the American fleet to Britain was 
regarded by many international lawyers as plainly unconstitutional and also as 
a breach of international law. The shipments of war material to bankrupt 
Britain and France were authorized under lend-lease legislation which was 
sharply attacked by a group of congressional leaders as a prelude to American 
entry into World War II. To Senator Burton K. Wheeler who had beén familiar 
with all the implications of foreign aid during the years 1914 to 1918, this lend- 
lease program would “plow under every fourth American boy.” It was evident 
to Wheeler that the President had caught the cadence of conflict and would seek 
some pretext for American intervention in World War II. There was little doubt 
in his mind that the shipments abroad would include thousands of coffins in 
which to bury Americans in new cemeteries in France. 

As a matter of fact there were some 293,986 battle deaths of American soldiers 
during World War II, and this was the heaviest cost in terms of foreign aid. And 
there were many other shocking expenditures. The military cost of World War 
II was $316 billion, and other items of expenditure bring the total to a breath- 
taking sum of $425,305 million. 

At this point it is pertinent to remember that after America entered World 
War II and the foreign-aid program went into high gear, the President paid 
particular attention to exports to Russia. Ex-President Hoover had expressed 
the opinion that it would be advisable for America to stay out of the war and let 
the European dictators destroy one another. President Roosevelt warmly re- 
jected this wise suggestion. Russia should be helped no matter what the cost, 
and on March 17, 1942, he ordered Donald Nelson. of the War Production Board, 
to speed shipments to Russia “regardless of the effect of these shipments on any 
other part of our war program.” 

This hysterical desire in 1942 to help Russia above any other nation is hard 
to explain when one realizes that in the early months of 1941 the President was 
denouncing the Soviet Government as a brutal dictatorship that was conducting 
an aggressive war against Finland. In 1943 this desire to be of service to Stalin 
grew into an obsession, and during the sessions of the conference at Teheran, 
November 1943, he adopted a policy of wholesale betrayal of so-called friendly 
nations. Responding to Russian pressure he helped to turn the Yugoslav parti- 
san leader, Mikhailovitch, over to the sanguinary clutches of Tito. After making 
certain pledges to Chiang Kai-shek at Cairo, he hurried to Teheran where he 
promptly violated them. As a final act of bad faith he consented to the partition 
of Po'end. 

In February 1945 he attended the conference at Yalta where he had some 
secret sessions with Stalin. In order to pay Poland for the territory taken by 
Russia, a large slice of Germany was assigned to the homeless Poles. In order 
to take care of the migrant Poles it was decided to eject 10 million Germans 
from their ancestral homes and compel them to seek new homes in what 
remained of devastated Germany. For the first time in modern history human 
beings were regarded as reparations for war costs and thousands of Germans 
were retained within the Russian lines to work as semislaves. With reference 
to the Far East, the concessions to Russia at the conference at Yalta insured 
her dominance in that area. 
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It is apparent that Roosevelt was embarrassed by the record of his sub- 
servience to Russia and when he appeared before Congress on March 1, 1945, 
he made the highly dubious statement that the Yalta Conference had dealt 
only with European problems. On April 12, 1945, the President died with this 
lie on his lips and it was not until many months later that the real truth 
about the malodorous bargains at Yalta were finally made public. 

And what was the reason for this surrender to the Soviets? In a conver- 
sation with William C. Bullitt the President supplied the answer to his attitude 
of constant acquiescence in the policy pursued by Stalin: “I have a hunch 
that Stalin doesn’t want anything but security for his country. * * * I think 
that if I give him everything * * * and ask nothing from him in return, he 
* * * will work for democracy and peace.” Never in the history of the world 
was a hunch more devastatingly wrong. 

But this account of foreign aid would not be complete without a glance at 
the present situation. It is obvious that America is in no position to continue 
a program of foreign aid. In recent years our national debt has soared like 
some sputnik to more than a quarter of a trillion dollars, and our taxes are 
confiscatory. Our gold reserve stands at $19.5 billions but foreign dollar credits, 
with which foreigners can demand our gold, stand at $23 billion. If these for- 
eign creditors should call this gold the value of our dollar would shrink to the 
vanishing point. Interest payments by the U.S. Government to foreigners 
holding U.S. obligations amount to more than $500 million annually. 

Each year foreign countries receive from the United States about $4%4 
billion in different forms of foreign aid. Last year our hard-pressed Treasury 
paid into the International Monetary Fund more than a billion and a quarter 
dollars. When we add to these huge sums the large amounts spent by the 
Defense Department for goods and services to maintain our military installa- 
tions abroad, we soon reach the astronomical figure of $8 billion a year for 
foreign aid. In the face of this bleak fiscal fact the Eisenhower administra- 
tion is calling for increased appropriations for foreign aid. Has the President 
adopted the slogan: “We will bankrupt America to bankroll the world”? 

It is evident that one of the main reasons the President has favored foreign 
aid has been his ardent belief in a system of mutual security. For nearly a 
thousand years statesmen and philosophers have prepared plans to insure world 
peace, but these plans were mere paper parchments with no real power to 
preserve peace. In Europe before the outbreak of World War I there were 
formidable alliances that divided the more important nations into armed camps. 
These alliances were supposed to preserve world peace and their costly failure 
to do so prompted statesmen to create a League of Nations that would banish 
the specter of war. In order to give added strength to this movement toward 
peace some 55 nations signed the famous Kellogg-Briand Pact that announced 
the outlawry of war. 

But the have-not nations like Germany and Italy were not satisfied with the 
territorial settlements of the Treaty of Versailles. They preferred expansion 
and explosion to peace and security and Mussolini’s move into Ethiopia in 1935 
made a mockery of collective security. In September 1939, the outbreak of 
World War II proved the futility of collective security, but in 1945 Roosevelt 
and Churchill who had helped to promote the war that had just ended, began 
to think in terms of world peace and world government. But how about 
Stalin? Would he agree to any surrender of sovereignty? This question was 
partially answered by Madame Perkins who assured the President that the 
Russian dictstor was at heart not a bad person at all. He was ready for inter- 
national cooperation. She had just asked a friend what made the Russians 
tick and had received the astonishing reply that it was the Russian desire “to do 
the Holy Will.” Roosevelt was deeply impressed with this spurious statement 
and he remarked: “You know, there may be something in that. It would 
explain their almost mystical devotion to this idea which they have developed 
of the Communist society. They all seem to want to do what is good for their 
society instead of wanting to do for themselves.” Roosevelt was also intrigued 
with the story of Stalin’s years of study in a seminary preparatory for the 
priesthood. Perhaps he was now ready to listen to Christian imperatives. 

For Soviet Russia the creation of the United Nations meant a collective 
guarantee of all the territories she had gained since 1939 by trickery, con- 
quest, and the expansive generosity of Franklin D. Roosevelt. For America 
the United Nations ushered in an alarming slump in American nationalism, 
a focal point for Communist conspiracies against the United States and a 


iifrimarirgs 


(eerareserar & fe! 


> F 


2 4 ow ome SOS 








494 


MUTUAL SECURITY ACT OF 1960 





Korean War that ended in military defeat. It clearly revealed the high price 
America had to pay for a vain attempt to punish aggression, and it showed in 
stark outline the futility of mutual security. 

If the Communists could score a victory in the Far East what could they 
do in Europe. Had our generous foreign aid program with expenditures of 
over $50 billion (1945-56) built a cordon of friendly nations with military 
strength enough to hurl back Communist aggression? Would NATO have an 
important role in such a conflict? In this regard one has frankly to admit 
that NATO has been armed only with a stuffed club along the all important 
line from Denmark to Switzerland. In 1949 NATO commanders requested 
90 divisions as a minimum force to hold off a Russian attack. Such a force 
never materialized and after 10 years only a token force of 15 division was 
actually mobilized. With 5 divisions from the United States this total NATO 
force of 20 divisions was in some magic manner supposed to meet with some 
success an attack by a Soviet-satellite force of some 60 or 70 divisions. Re- 
cently, President Eisenhower shocked Congress by flatly stating that the NATO 
divisions were no match for such an attacking force. 

The real deterrent against a Soviet attack has been the Strategic Air Com- 
mand, but this is being reduced by 5 wings (225 bombers). This command 
has depended upon B-52 bombers, which are getting to be obsolescent, and a 
program of replacement with the B-70 and the F—-108 was carefully planned 
in the Pentagon. But this program has been abandoned because it might 
interfere with a balanced budget. The Strategic Air Command has run into 
other serious troubles. There is grave danger that if a large part of the com- 
mand is not in the air at all times the Russians might launch a missile attack 
that would destroy a major portion of our main deterrent force. To keep the 
command airborne would involve new expenditures and once again the Budget 
Bureau voices loud objections. 

In the field of intercontinental missiles there is such a significant gap that 
General Thomas S. Power, commander of SAC, has testified that our oversea 
strategic bases could be destroyed by 150 intermediate range ballistic missiles 
and with 150 intercontinental ballastic missiles they could wipe out our bases 
in this hemisphere. Thus within 30 minutes our entire nuclear striking power 
would be neutralized. 

Some of our military experts have expressed the hope that in the near future 
it will not be necessary to fight a nuclear war. It will be possible to fight limited 
wars for limited objectives. But Chairman Mendel Rivers, of the House Armed 
Services Subcommittee, produces alarming testimony to indicate that the United 
States has only 29 modern military transport planes capable of rushing troops 
to an oversea trouble spot. This major weakness in our military organization 
has been emphasized by some of our leading experts in war planning, and Mr. 
Thomas G. Lanphier, a missile company executive, testified before the House 
Space Committee as follows: “I believe we are losing World War III. We 
are engaged * * * in the only military phase of World War III we have a 
chance to win—the deterrent phase. And we are losing it. I believe we 
could * * * assume ourselves to be in jeopardy of physical destruction.” 

These gloomy predictions of American defeat in a nuclear war have vitally 
affected our foreign policy. More than ever the advocates of mutual security are 
assuring the American public that we have to depend upon such a system in 
order to survive. In order to implement this viewpoint they wish the American 
Senate to repeal the Connally reservation. This reservation, adopted in 1946, 
limited the jurisdiction of the World Court with regard to internal American 
affairs. Without this reservation the court might possibly have rendered de 
cisions affecting American domestic questions. The World Court is composed 
of 15 justices. Only three justices are from common law countries, four are 
Latin Americans, two are from Moslem countries, two are Communists, one 
Chinese, and one each from France, Greece, and Norway. This court is not 
bound by any particular system of jurisprudence. There is no accepted code 
of international law. Repeal of the Connally reservation is a long step towards 
the establishment of a world government, and it is interesting to note that Presi- 
dent Eisenhower, who has taken an oath to support the Constitution, is now 
ready to make a mockery of his oath. 

And along with this series of surrenders the President has remained idle while 
Communists establish control over Cuba. Each day important officials of the 
Castro Government resign their position because they refuse to support an 
obvious Communist front. The pattern of communism is closely followed by 
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Cuban officials who not only confiscate American property but hurl a stream of 
insults at long-suffering America. President Eisenhowever believes that forbear- 
ance in the face of these baseless attacks will have a salutary influence upon the 
peoples of Latin America and will afford conclusive evidence that there is no 
truth in Castro’s charges of American imperialism. 

One cannot help wondering if there is not a limit to this forbearance. Do 
we have to permit a cheap, sawdust Caesar to let loose a Niagara of insults 
against everything American and then steal hundred of millions of American 
property without some effective protest? Do we have to adopt an attitude of 
crouching cowardice in order to curry favor with critical Latin Americans? 
May not this Cuban precedent lead to a widespread confiscation of American 
property in other Hispanic countries? Are we wise in turning our back upon 
the time-tested Caribbean policy of every American President before Franklin D. 
Roosevelt? For more than a century before Roosevelt entered the White House 
the Caribbean had been regarded as an American lake. Since the close of the 
War for Southern Independence every American Secretary of State has watched 
with anxious eyes any attempt by a foreign power to establish a foothold in any 
part of the Caribbean. American security has been tied to American dominance 
in that area. Indeed, Woodrow Wilson went so far as to apply strong pressure 
upon the Danish Government to compel it to consent to the sale of the Danish 
West Indies to the United States. He was fearful that Germany might establish 
a submarine base on one of the Danish islands. The basis for this American 
policy of security has been the Monroe Doctrine which since 1823 has warned 
all foreign powers to keep hands off Latin America. 

It was Franklin D. Roosevelt, in one of his grand gestures at American 
expense, who expressly renounced the right of American intervention in Cuba 
to restore order. But that gesture does not mean that the American Government 
must stand idly by while Russia builds bases which imperil American security. 
No President can repeal the Monree Doctrine which is based upon the doctrine 
of self-defense, and no patriotic American official can feel safe in entrusting 
American security to such a body as the Organization of American States. 
Primarily it is the duty of America to safeguard her own interests. It would be 
easy for Soviet Russia to push her infiltration of Cuba to the point of establish- 
ing missile and submarine bases upon that island. America cannot wait for any 
organization of American states to determine if her security is seriously en- 
dangered and then, after an indefinite lapse of time, decide upon some form of 
collective action against aggression. 

And all these ominous facts lead us to a most important question—what should 
our foreign policy be? As far as I am concerned I base my viewpoint upon the 
policy of our first and greatest Secretary of State—Thomas Jefferson. As one 
reads the state papers of Jefferson it is at once apparent that he was our first 
American firster. His slogan was exclusively American: “America’s advantage 
through Europe's distress.” Unlike so many Americans in high places today, 
he did not permit any sojourn in Europe to dilute his basic Americanism. The 
5 years he spent in Paris as the American Minister did not in any way weaken 
his passionate devotion to his country’s interests. He was not a summer soldier 
or a sunshine patriot. He knew in 1776 that the issue of independence was a 
doubtful one, but he had the courage to write a declaration whose bold phrases 
and defiant sentences have made it a state paper as great as Magna Carta. It 
was Very fitting that the statesman who wrote the Declaration of Independence 
should, as Secretary of State, formulate a foreign policy whose independent note 
was sounded by successive Secretaries of State for more than a century and a 
quarter. It was Cordell Hull, Secretary of State under Franklin D. Roosevelt, 
who began to sound a strident note of internationalism that was so out of har- 
mony with the chorus of American nationalism that had been loudly voiced by 
democratic statesmen from Jefferson to Robert Lansing. 

To me it is obvious that American foreign policy should be dedicated to Amer- 
ican interests in every particular. Too often have American Presidents viewed 
our country as merely one factor in a large international equation. In recent 
years one cannot help wondering why their patriotism is merely a pale reflection 
of the ardent nationalism of statesmen like Churchill and Khrushchev. It is 
high time that our leaders show the strong purpose and high resolve that was so 
characteristic of our Founding Fathers. The American dream was not trans- 
lated into reality by a nation of slackers who could not see beyond the horizons 
of tomorrow. The American heritage is something unique and cannot be 
stretched to cover ‘the entire world. Our Nation was the result of a meeting of 
minds and a union of hearts and is therefore a spiritual fact that defies precise 
definition. But we know its real meaning and we have a firm faith in its future. 
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FINANCIAL CONQUENCES OF OVERSEA MILITARY EXPENDITURES AND ForEIGN 
ASSISTANCE PROGRAMS—A Report TO CITIZENS FOREIGN AID COMMITTEE BY 
GROSECLOSE, WILLIAMS & ASSOCIATES, FINANCIAL ANALYSTS AND CONSULTANTS 


GROSECLOSE, WILLIAMS & ASSOCIATES, 
Washington, D.C., February 1, 1960. 
Mr. WALTER HARNISCHFEGER, 
National Chairman, Citizens Foreign Aid Committee, 
Washington 6, D.C. 

DEAR Mr. HARNISCHFEGER: At your request, we have prepared an analysis of 
the financial consequences to the Federal budget and the United States gold 
and monetary position as a result of the continuance of our overseas military 
expenditures and foreign assistance programs. 

We summarize our findings in the attached report entitled, “Financial Con- 
sequences of Overseas Military Expenditures and Foreign Assistance Programs.” 

Sincerely yours, 
GROSECLOSE, WILLIAMS & ASSOCIATES, 
By ELGIN GROSECLOSE. 


FINANCIAL CONSEQUENCES OF OVERSEA MILITARY EXPENDITURES AND FOREIGN 
ASSISTANCE PROGRAMS 


I. OVERSEAS COSTS OF PROGRAM 


The overseas cost of U.S. foreign policy is in excess of $8 billion a year, or 
10 percent of the annual budget. 

Foreign countries received $4.600 billion (net) in dollars, foreign currencies, 
goods, and services in fiscal year 1959, under the several U.S. Government pro- 
grams providing grants and long- and short-term credits abroad. In addition, 
$1.375 billion was paid for the United States subscription to the International 
Monetary Fund.’ 

Approximately $314 billion ($3.416 billion in calendar 1958) are spent abroad 
annually for goods and services by the Defense establishment as part of the cost 
of the maintenance of U.S. military installations in Europe and elsewhere 
overseas.” 

Within the military expenditures are certain items that overlap expenditures 
unaer the foreign aid program figures given above. These overlaps are found 
under the following headings: Contributions to NATO, multilateral construction 
program (infra-structure) ; offshore procurement under military assistance 
programs; and purchases of other materials and supplies. An informed esti- 
mate, based upon consultations with officials who compiled these figures, indi- 
eates that the overlap would be not more than $500 million. 

In addition, included in military aid under the foreign aid program are figures 
representing the cost of certain military equipment which may be classified as 
obsolete or surplus. The amount of such equipment is not presently known, but 
an informed estimate is that it may represent as much as 10 percent of the 
military aid figure or approximately $216 million dollars. Also, in the figures 
are deliveries of surplus farm products, the value of which is included in the 
1959 fiscal year figure at $170 million. 

After excluding the overlaps and foreign aid delivered in the form of surplus 
military equipment and farm products, a total figure is obtained of more than $8 
billion as the cost of our foreign policy in 1959 (exclusive of the costs of the 
diplomatic establisments). Here is the summary: 





20. — of Business Economics, U.S. Department of Commerce Release, dated November 
, 1959. 
Survey of Current Business, November 1959. 
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Millions of 


Net grants and credits (actual for fiscal 1959) : dollars 
I i a a $2, 162 
Other aid___--- so ses saeco a acto seas aie aeies-oiercaaetiae talineneme ae 2, 239 
NE PN iso iss tcc dance ps retrain cease cee eae 170 

I patric tanta napintas esas cael ain datacentre ecpapamaiahaiia stim mags 4,571 
Defense expenditures (at January-June rate) _~-____--____--_________ 3, 244 
International Monetary Fund subscription________________-__--____- 1, 375 

RI sac iscsi esse ce ictal ci sc es ck tsa el Nala a ae __ 9,190 
SIMI ORCI IY. E CREAR TR OT cet vince mcrae cc lec a le Malate 886 

DO stds bcs se bs eck es Sods ssn a the ea blade teats ae acaes ne ceea hceanea 8, 304 


If. FOREIGN CLAIMS ON U.S. GOLD 


A. In 1959, foreign claims on United States gold for the first time exceeded the 
gold stock. Total liquid assets of foreigners held in the United States, readily 
convertible into claims on United States gold stock, at year end were in excess of 
$23 billion against a gold stock of approximately $19.5 billion. The breakdown 
is as follows: 

1. U.S. Government obligations held by foreigners amount to an estimated 
$12,201 million, as follows: 

(a) Treasury bills and certificates held by foreign banks and official institu- 
tions, as of October 31, 1959, $9,029 million ; 

(b) Treasury bills and certificates held by others, October 31, 1959, $308 
million ; 

(c) Long-term Government securities held abroad, October 31, 1959, $1,974 
million ; 

(d) United States currency held abroad, end of 1958 (est.) $890 million.* 

2. Private short-term obligations (deposits, banker’s acceptances and com- 
mercial paper, and other obligations), end of 1958 (est.) $10,816 million.‘ 

B. Interest payments by U.S. Government to foreigners amounted to $139 
million in 1958 and to $74 million in the fourth quarter of 1959,° (an annual 
rate of $296 million.) Since the bulk of foreign holdings are Treasury bills 
and certificates, now being offered to yield in excess of 5 percent, the total cost 
today is in excess of $500 million annually. 

Cc. The total gold stock held by the U.S. Treasury at the end of 1959 amounted 
to $19,456 million.® Total gold holdings including the Exchange Stabilization 
Fund, were $19,507 million.’ 


Ill. U.S. FINANCIAL VULNERABILITY 


The danger from the $23 billion of short-term and demand liabilities to 
foreigners is not in a lack of fundamental confidence in the integrity of the 
United States, or in the economic viability of the United States, but from the 
operation of competitive interest rates. 

The effect of the raise in the Bank of England discount rate to 5 percent 
will be to draw funds to the British market by the attraction of the higher 
interest rates available there. How much of these funds will be drawn from 
the United States remains to be seen. Nevertheless, the effect is to put the 
U.S. money market at the mercy of foreign influences rather than being inde- 
pendent of them as would be the case if our gold position in relation to our 
foreign claims were stronger, or if the foreign claims were not so great in 
relation to the gold position. 

Mr. John J. McCloy, chairman of the Chase Manhattan Bank, speaking to 
the annual meeting of the bank on January 26, pointed out that the 3 percent 
ceiling which banks may pay on foreign time deposits was impairing the ability 
of New York banks to hold foreign deposits. He pointed out that New York 
banks lost about $900 million in foreign time deposits last year, or roughly 


’ Federal Reserve Bulletin, Dec. 1959 and Survey of Current Business, Aug. 1959. 
*Survey of Current Busiress, Aug. 1959. 

®* Survey of Current Business, Dec. 1959. 

* Circulation Statement, U.S. Treasury. 

7 Federal Reserve Board. 
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half of their total, as foreign investors shifted funds into higher yielding invest- 
ment, chiefly Treasury bills.° 

The vulnerability of the United States gold position is apparent from the 
following comparison of the gold stock and foreign short-term claims in the 11 
years since the beginning of the Marshall Plan in 1948. 


Total foreign | U.S. gold Ratio of 
| short-term holdings, foreign 
> | 
Year assets in year end claim 
| United States} (in millions) to gold 


| (in millions 





1949 $9, 757 | 39.7 
1950 ‘ * 11, 715 | | 51.3 
1951... ; 12, 099 | 52.9 
1952 : 13, 598 23, 252 8.5 
1953 14, 476 22,091 | 65.8 
1954 15, 857 21, 793 | 72.8 
1955 E 16, ¥70 21, 753 738.0 
1956___ ; ; 18, 268 22, 058 | 82. 8 
1957 18, 593 22, 857 | 81.3 
1958____- | 19, 897 20, 582 | 95.2 
1959... _- 1 23, 017 219,617 | 117.3 


i Estimated. 

2 November 30. 

It will be noted that claims to gold have risen from 40 percent in 1949 to 
117 percent in 1959, and in 1959 for the first time exceeded the gold available 
to meet them. The figures are shown graphically in the attached chart. 


Foreign investments and liquid assets in United States 


{In millions of dollars] 








i ! ' 
| Government obligations held abroad | | Tota! for- 
Long-term | Short-term|_§ 4 so Total eign invest. 
Yearended |_ invest- private | liquid ments and 
December 1931 | ments claims | Short } claims of assets in 
| | | term! Other Total | foreigners United 
| States 
cea | | 
i | 
ince ciacninen tates $7, 122 $5, 941 $3, 288 $528 $3, 816 $2, 757 $16, 879 
al scien lbinieb th 7.744 6, 512 | 3, 733 | 1, 470 5, 203 11,715 19, 459 
1961_.... - &, 450 | 6, 651 | 4, 638 810 5, 448 12, 099 
I illite atnidees 8, 920 7, 263 | 5, 222 | 1,113 6, 335 13, 5¢8 
Peetu caceen al 9, 140 7, 662 | 5, 795 1,019 6, 814 14, 476 | 
OG i. Lidsie Gt dk 10, 947 | 8, 525 | 6, 225 1 107 7, 332 15, 857 
ie ite xibcininett 12, 587 | 8, 471 | 6, 863 1, 636 8, 499 | 16, 970 
Tl citeernesnnede 13, 356 | 9, 593 7, 264 | 1, 501 | 8, 765 18, 268 
titi had calelicts 12, 834 | 9, 901 | 7, 243 | 1, 449 | 8, 602 18, 593 
a kit lal nate 15, 219 | 10, 816 7, 301 | 1, 480 | 8,781 | 19, 597 
1959 (estimate) _ .. 215, 219 210, 816 10, 227 1, 974 | 12,117 | 23, 017 38, 236 
\ | \ | | 


‘ Includes U.S. currency held abroad ($890 million at end of 1958). 

2 End of 1958 estimates. 

Source: Source: Statistical Abstract of United States (1955, p. 885), (1958, p. 868); Survey of Current 
Business (Aug. 1959). (1955 figures are preliminary.) (1959 figures partly computed from 1958 figures.) 





® The New York Times, January 27, 1960. 
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“Mutual” security defense expenditure and capacity to pay U.S.A. and Europe! 


{In billions of constant (1954) dollars] 


| Gross national product Defense expenditures | Index of industrial 


ome ' ai i prod'iction 
Year | | Percent (1953=10)) 
Percent | of GNP | a 


OEEC! | U.S.A OEEC | of GNP| USA | | 
| | | | OEEC | USA 





int AaB teak $148. 6 $175.1 . > neuneeee well ehcte = 
1947. atl 137.8 282.3 
Rc cadpiducchentd 148. 1 293. 1 cos | nee 
RS eS ee ees 159.1 292. 7 $ 8.2 5.3 | $12.9 | 4.4 77 72 
1950. oi 171.9 318 1 8.8 §.1 13.0 4.0 86 | 84 
1951 181.3 341.8 | 10.1 | § 5 | 224) 6.5 | 94 90 
1952. . ‘ 185. 6 353. 5 12.7 6.8 46.0 | 13.0 | 94 93 
I 6 scapes 194.7 369. 0 12.7 | 6.5 51.8 | 14.0 100 100 
1954___- : 203.9 343. 1 119 5 6 47.9 | 13. 2 109 93 
1955. . . 216.7 392. 7 10.8 5.0 | 42.1 10.7 119 104 
1946. - 224.8 402. 2 11.3 5.0 | 41.8 10.4 125 107 
re 233. 8 407.0 11.3 4.8 44.4 10.9 131 | 107 
OeEies<ben “ 241.0 2 395.4 " 44.9 . 2 
PERCENTAGE INCREASE 
| sent 
Percent Percent | Percent | Percent 
1949-57...... ea 47 39 38 |... eu ho A whe sb plewaicle 
1948-58... ......-.] 63 Se dat ake wee at cg: ‘ ye aang 


| | | | | 


1OEEC Countries: Austria, Belgium, Denmark, France, Germany, Greece, Iceland, Ireland, Italy, 
Lxembourg, Netherlands, Norway, Portugal, Sweden, Swit-erland, Turkey, United Kinzdom: the 
following co'intries are not members of NATO: Austria, Ireland, Sweden, Swit erland. 
* Preliminary or estimated. 
Source: For OEEC, A Decade of Cooperation, OEEC 9th report, 1958. For U.S., U.S. Department 
of Commerce. 
IV. MAGNITUDE OF OVERSEAS COMMITMENTS 


Total spending commitments and authorizations for foreign aid and military 
assistance, which the Treasury must finance, as of June 30, 1959, are as follows: 





(a) Unexpended balances, mutual security program ___-_-_- $4, 837, 900, 000 
(5) ‘Apmropmaetes MSE for W60.........25..5-.......... 3, 225, 800, 000 
(c) Appropriated, Inter-American Development Bank ___- 280, 000, 000 
(d) Subscription to International Monetary Fund___-_--~-~- 1, 375, 000, 000 

(e) Estimated overseas expenditure of Defense establish- 
ment (less estimated overlap) ..................... 2, 500, 000, 000 
a ll ak ad la a. eae kc atari ag tan coe 12, 218, 700, 000 


Other commitments, less calculable, are $5,715,000,000 of uncalled subscriptions 
to the International Bank for Reconstruction and Development, and unused 
lending power of Export-Import Bank of Washington, as of June 30, 1959, of 
$3,537,437,000, together totalling $9,252,000,000. 


Vv. EUROPE’S CAPACITY FOR DEFENSE 


From time to time we have analyzed the burden of United States military 
expenditure in Europe and the capacity of our NATO allies to bear a heavier 
share of the common defense commitment. 

A commonly used measure of capacity is the relation of the defense budget 
to the gross national product (GNP). The table attached shows for the years 
1938 through 1958, the GNP of the United States and the OEEC countries, the 
ratios of defense expenditure to GNP, as well as the index of industrial pro- 
duction, and finally the percentage increases. The accompanying chart illus- 
trates the differences and the trends in graphic form. 
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RESPONSE TO HOUSE COMMITTEE ON FOREIGN AFFAIRS ON QUESTIONS SUGGESTED 
BY “FINANCIAL CONSEQUENCES OF OVERSEAS MILITARY EXPENDITURES AND For- 
EIGN ASS STANCE PROGRAMS,” A REPORT TO C:TIZENS FOREIGN AID COMMITTEE 
BY GROSECLOS£, WILLIAMS & ASSOCIATES, FINANCIAL ANALYSTS AND CONSULT- 
ANTS 

TROSECLOSE, WILLIAMS & ASSOCIATES, 
Washington 5, D.C., March 18, 1960. 

Brig. Gen. BONNER FELLERS, 

National Director, Citizens Foreign Aid Committee, 

Washington 6, D.C. 

DEAR GENERAL FELLERS: We send you with this our response to the 10 questions 
submitted to you by the Honorable Thomas E. Morgan, chairman of the House 
Yommittee on Foreign Affairs, with reference to our report, “Financial Conse- 
quences of Overseas Military Expenditures and Foreign Assistance Programs.” 

We are pleased to note this attention given to the report, and to have this 
opportunity of clarifying and elaborating our findings. 

May we take this occasion to request of the committee, in the printing of our 
original report, a correction of a typographical error appearing in the second and 
third paragraphs on page 1. The punctuation between the figures in those 
paragraphs should be points instead of commas. 

Sincerely yours, 
GROSECLOSE, WILLIAMS & ASSOCIATES, 
By ELGIN GROSECLOSE. 


RESPONSE TO HOUSE COMMITTEE ON FOREIGN AFFAIRS ON QUESTIONS SUGGESTED BY 
“FINANCIAL CONSEQUENCES OF OVERSEAS MILITARY EXPENDITURES AND FOREIGN 
ASSISTANCE PROGRAMS”? 


Question No. 1.—The report cites as part of the oversea cost of foreign policy 
programs military assistance expenditures in fiscal year 1959 of $2,162 million 
and other aid expenditures of $2,239 million. How is this possible when 90 per- 
cent of military assistance funds (total—$2,340 million) and about 50 percent of 
economic assistance funds (total—$1,523 million) were spent in fiscal year 1959 
for U.S. goods and services? 

Respcense.—The figures for the oversea cost of the U.S. foreign policy presented 
in the study, “Financial Consequences,” were drawn from official sources and 
presumably are authoritative. Specifically, as indicated in the footnote, the 
sources are (a) Office of Business Economics, U.S. Department of Commerce, 
release dated November 30, 1059, and (b) Survey of Current Business (U. 8S. De- 
partment of Commerce), November 1959. 

The question appears to arise from some misunderstanding as to the mecha- 
nism of foreign aid. The customary procedure is for the International Coopera- 
tion Administration to allot an amount of funds to a given recipient country, 
available for the purchase of commodities and services. From time to time the 
recipient country will indicate the amounts of commodities and services which it 
wishes to buy. The ICA thereupon issues procurement authorizations for the 
purchase of such goods and services, and these PA’s, as they are called, when 
accompanied by appropriate documents, will be the basis of payment when pre- 
sented to the ICA or a designated bank.’ 

It has not been a requirement that ICA funds be used for the purchase of U.S. 
goods and services. In fact, policy since inception of the mutual security pro- 
gram has been to allow recipient countries to use dollars for purchases in other 
foreign countries (‘offshore procurement”).” In such cases, other foreigners 
acquire dollar claims, which may be used to buy U.S. goods and services; they 
may also be used to acquire dollar securities, or they may simply accumulate as 
bank deposits in the United States. The point is that, in any case, the cost to 
the U.S. Treasury is the same; the Treasury is burdened with an outgo which 
it must finance either through taxes or borrowing. Moreover, the fact that dol- 
lars are drawn down in goods does not mean that the U.S. economy is not affected. 
A homely instance from our youth will illustrate: A kind-hearted country store- 





1A report prepared by Groseclose, Williams & Associates, Financial Analysts and Con- 
sultants, of Washington, D.C. 

2 See regulation 1, ICA. 

® Recently, a policy has been adopted that Development Loan Fund proceeds should be 
used for purchases ofU.S. goods and services, but the policy is not inflexible, and it has 
not been extended to OCA 
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keeper in our home town in Oklahoma went into bankruptcy. It apeared that 
while he bought carefully, met his obligations punctually, and kept store from 
early to late, he was overly generous in allowing children to help themselves 
from the candy case, and oldtimers from the cracker barrel and cheese wheel. 
He didn’t pay out money but his assets wasted away just the same. 

What has been happening in the past dozen years is that the United States 
has been creating more purchasing power abroad than foreigners can hanuily 
take own in goods and services, and they are, consequentiy, taking it down in 
gold, or allowing it to accumulate in bank balances here, or investing in U.S. 
securities. The evidence does not support the view that this accuniu.ation of 
excess purchasing power has been caused by failure of our merchants to sell 
abroad all they can; but a cumulative effect of Government transfers has been 
an imbalance of competition that has permitted foreign manufacturers to under- 
cut U.S. suppliers in the aomestic market. It has also made it increasing.y 
difficuit for American exporters to find markets abroad for their produccs.‘ 
Since 194s, the historic U.S. position as a creaitor on international account has 
been reversed, so that the United States is a chronic aebtor on international 
account. The principal new factor in the situation since 1948 has been the 
steauy and increasing drain of the foreign expenditures and transfers of the 
U.S. Government, totaling in the order of $85 billion since the initiation of the 
Marshall plan, as shown in the accompanying table. 

The committee’s statement that an estimated “50 percent of economic assist- 
ance funds were spent in fiscal year 1959 for U.S. goods and services,” supports 
the inference that much of these transfers is excess fat so far as tangible aid 
from the United States is concerned. It suggests, indeed, the case of a man 
who has been given a meal ticket but uses onty half of it and turns the rest in 
for cash. 

Question No. 2.—How can the sale of farm products abroad under Public Law 
480 put additional claims to dollars or U.S. gold in the hands of foreigners? 

Response.—It is understandable that pressure of work may have prevented 
the committee from carefully reading the study “Financial Consequences,” for 
the answer appears on page 2 thereof: “After excluding the overlaps and for- 
eign aid delivered in the form of supplies, military equipment, and farm products, 
a total figure is obtained of more than $8 billion as the cost of our foreign policy 
in 1959.” 

Question No. 3.—The U.S. subscription to the IMF of $1,375 million is shown 
as part of the cost of U.S. foreign policy in fiscal year 1959 (page 2); the same 
entry appears as a commitment which the Treasury must finance after June 
30, 1959 (last page). Do the authors believe that the United States is making 
annual subscriptions of $1,375 million tothe IMF? Are they aware that the 1959 
subscription was only the second (first in 1946)? 

Response.—The difficulty here arises from the use of both calendar and fiscal 
year concepts. The fiscal year ends in June; the calendar year in December. 
Some figures are compiled on a fiscal year basis, others on a calendar year. The 
figures on page 2 in which the IMF subscription of $1,875 million was included is 
a calendar yeor computation based in part on fiscal year statistics (as set forth in 
the table itself). While the appropriation for the International Monetary Fund 
subscription was actually made before June 30, 1959 (as is the case of the appro- 
priations for the mutual security program), and may have become a charge upon 
the Treasury before June 30, 1959, we are not informed that this amount of 
dollars was actually transferred to the International Monetary Fund by June 
30,1959. It is our understanding that as of June 30, 1959, it was a commitment 
in the form of a subscription for which the Treasury had to find the funds. It 
is in the same category as the uncalled subscription to the International Bank 
for Reconstruction and Development of $5,715 million, also referred to in this 
section of our report, which the committee apparently did not question as to its 
being a spending commitment which the Treasury must finance. 





+See. for instance. E. M. Bernstein, “International Effects of U.S. Economic Policy,” 
study paper No, 16. Joint Economic Committee (Washington, 1960): Padraic P. Frucht, 
“TS Position in the World Economy,” ch. 11 in staff report on “Emnloyment. Growth 
and Price Levels,” Joint Economic Committee (Washington, 1959) ; “National Ohiectives 
and the Balance of Payments Problem,’”’ Committee for Economie Development (Washing- 
ton, 1960) : Statement Developed by the Princeton Conference on the Balance of Payments 
of the United States (Princeton, 1959) ; William B. Dale, “Our Foreign Deficit and Some 
Effects on U.S, Foreign Policy,’ International Industrial Development Center, draft 
paper (Menlo Park, 1959). 
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We are aware that the United States is not making annual subscriptions to 
the IMF but we are a bit puzzled as to why, under the theory that the IMF 
is a sort of monetary reservoir for equalizing pressures—‘a common reserve” or 
“revolving fund” as the Fund describes itself °—it must now be refilled in a 
time of general prosperity and return to currency convertibility. Could it be 
that the dollars in the Fund, as the weightier components in the reservoir, are 
being panned out like gold in a California stream, leaving behind the gravel of 
inconvertible currencies? 

We may note in this connection that of the Fund’s sales of its holdings to 
members from beginning of operations through February 29, 1960, totalling 
$3,418 million, $3,065 million were U.S. dollars; in other words, the Fund has 
been an effective instrument for distributing U.S. dollar claims abroad.® 

Question No. 4.—Is the cost of maintaining U.S. forces overseas any less a 
part of the price we must pay for our national defense than the costs of main- 
taining forces in the United States? 

Response.—In our investigation of this question we were advised some items 
of expenditure might be somewhat less by quartering troops abroad than by 
quartering them at home (some items of food and housing, for instance), but 
generally it is much more expensive to maintain forces on foreign soil. The 
figures presented represent not the total cost of the forces we maintain abroad, 
but the costs incurred on foreign soil, and approximate the increase in costs con- 
sequent upon maintaining them abroad rather than at home. So far as their 
fiscal effect is concerned, such expenditures become foreign claims on U.S. dol- 
lars, and thus are an adverse item in the balance of international payments. 

The annual burden of this expenditure has been steadily rising, as shown in 
the attached table, and to the extent that they could be met or shared by our 
prosperous allies, to that extent, they may be said to represent a cost of foreign 
policy rather than a military cost. 

The committee’s question raises questions as to the concepts of national de- 
fense strategy which, with the committee’s permission, we would respectfully 
suggest, can more appropriately be answered by Brig. Gen. Bonner Fellers, vice- 
chairman of the Citizens Foreign Aid Committee, and the other distinguished 
military members of that committee. General Fellers’ answer is as follows: 

“Question No. 4.—In the cost of maintaining U.S. forces overseas any less a 
part of the price we must pay for our national defense than the costs of main- 
taining forces in the United States? 

“Response.—Neither the meaning nor the implication of this fourth question 
is entirely clear. 

“So far as the defense of the United States is concerned, the five American 
divisions now garrisoning West Germany are wholly unnecessary. The threat 
to the United States is from red ICBM and intercontinental bombers based 
within the Soviet Union. There is also a serious threat from IRBM fired from 
off-shore Red submarines. None of our oversea Army garrisons can exercise 
the slightest influence against these deadly threats. 

“There is no intention, according to the President, of using our West German 
garrison, should fighting start in West Berlin. Our 5 divisions and the 16 
other NATO divisions would be no match for the countless masses of troops 
the Red army could throw into Europe. 

“Nevertheless, the Army is eager that a great portion of its strength be 
stationed overseas. Were these garrisons returned to the United States, the 
Congress and the taxpayers would be almost certain to question the necessity 
for 14 regular divisions garrisoned in the United States. As a consequence, a 
deen army cut might occur. 

“The cost of our forces Overseas is considerably higher than if they were 
stationed in the United States. The additional cost arises from oversea trans- 
portation of equipment, supplies, and personnel. Moreover, the cost of con- 
structing necessary bases, roads, pipelines, housing, storage depots, and the 
stockpiling of material and munitions has been enormous, 

“In a sense also the stationing of our troops overseas is a mask for increased 
foreign aid. In 1955 our troop expenditure in France of some $600 million 
was more than half of the French budget deficit, Our troop expenditures in 





5“Wirst 10 Years of the International Monetary Fund.” Washineton, 1958 
*International Monetary Fund. Of these dollar seles. two-thirds ($2,030 million) 
have occurred during the prosperous years since the end of 1956. 
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Germany. total annually some $680 million. Im all, our oversea troops spend 
annually $3.2 billion. This is a primary source of dollar credits in the hands 
of foreigners. 

“As Dr. Melchior Palyi, noted economist, in commenting on our fiscal situa- 
tion, said: ‘The problem could be solved at once by cutting foreign aid and 
military-expenditures aboard.’ ”’ 

Question No. 5—Did Mr. Groseclose consider the benefits arising from past 
accumulations by foreigners of gold and dollar claims—return to currency con- 
vertibility in Europe, marked reduction of financial and trade restrictions pre- 
viously imposed by low levels of resources, and doubling of world trade in the 
last 10 years? 

Response.—In our consideration of the problem we did take into account these 
benefits. Normal trade operations require certain working balances in the form 
of bank. deposits and liquid assets. U.S. trade with the rest of the world, in 
the form of merchandise exports and imports, and payments and receipts for 
services, amounted in 1958 to $46,276 million. As working balances to sustain 
these transactions, the U.S. Government and citizens held abroad, at the end 
of that year, $5,627 million in bank deposits and other liquid assets. At the 
same time, foreign holdings in the United States of bank deposits and other 
liquid assets in the United States, totaled $19,597 million. This is about $14 
billion in excess of United States corresponding holdings abroad, or more than 
three times the amount of United States holdings abroad.’ 

These figures indicate, we think, the amount of excess fat which foreigners 
have taken on as a result of a foreign aid diet. If the economies of these coun- 
tries were really suffering from capital shortage, we would witness a steady 
draw-down of dollar assets rather than an accumulation of dollar assets and 
gold. 

This response to the question is not to. be taken.as.an. assertion that foreign 
countries are not in need of further capital resources (see our response to ques- 
tion No. 6). We think the correct inference to be drawn is that government- 
to-government transfusions of capital, which are the principal mechanism of 
the foreign aid program, are not the correct way to achieve the result. As is 
evident, much of these foreign aid dollars are dropsical ; they collect as unhealthy 
fluid in U.S. banks and brokerage accounts, rather than fructifying the com- 
merce and industry of recipient countries. 

Question No. 6.—In his analysis of the U.S. financial position, did Mr. Grose- 
close consider the growth of the U.S. long-term creditor position abroad (now 
well over $60 billion) ? 

Response.—We did consider the growth of the U.S. long-term creditor position 
aboard. Our creditor position abroad is in two categories—U.S. Government 
credits and claims, and private investments. A sharp distinction must be 
drawn between the two sections as to their character and their effects. 

Of U.S. investments abroad, totalling $59,155 million at the end of 1958, 
$18,331 million were U.S. Government claims, a substantial part of which was 
created for political or strategic purposes, and another substantial part of which 
is either unproductive of income or uncollectible. Thus, there is included $1.7 
billion of war-time lend-lease obligations; $3.4 billion credit to British govern- 
ment for monetary stabilization ; $2.3 billion of mutual security program loans; 
some $314 billion subscriptions to various international agencies such as the 
IMF and IBRD; and around $2 billion of local currencies, inconvertible into 
dollars, received from sales of surplus commodities. The $3.3 billion of Export- 
Import Bank credits outstanding may be regarded as of the type that have 
created new wealth and income abroad, though some of this is also doubtful, 
like the $40 millions invested in the Helmand Dam project in Afghanistan. 

Private investments abroad by U.S. citizens and corporations totalled $40,824 
million at the end of 1958, of which $27,075 million were in direct investments. 
These are basically wealth-producing activities like factories, mines, oil wells 
and the like. Such investments offer the most useful means by which U.S. 
aid can be extended to the rest of the world in stimulating economic activity 
and raising living standards. However, these investments do not come into the 
balance of payments problem which we have been discussing in our report, for 
two reasons: 

(a) These investments are not liquid and cannot be readily converted into 
claims on gold as is the case with the bulk of foreign investments in the U.S. 








7 See Survey of Current Business, March 1959 ; August 1959. 








506 MUTUAL SECURITY ACT OF 1960 


(Of foreign holdings of assets and investments in the U.S. totalling $34,816 
million at the end of 1958, only $4,940 million consisted of direct investments, 
the balance being largely convertible assets. ) 

(b) The income on investments abroad tends to relieve rather than to 
aggravate the gold drain since they represent claims on foreign economies 
‘ather than the U.S. economy. 

Question No. 7.—In presenting statistics on OEEC countries’ capacity to 
pay for defense costs, were the authors aware that Sweden and Switzerland 
are relatively prosperous and have never received military assistance from the 
United States? And that the statistics exclude Spain, a poor country and 
a recipient of substantial military aid? Should not the capacity of European 
nations to meet the costs of their defense establishments unaided be considered 
on a country-by-country basis, rather than lumped together? 

Response.—In response to this question we would point out that in our report 
we were compelled to use the most authoritative figures available, and these 
were derived from the reports of the Organization for European Economic Co- 
operation (OEEC). CEEC countries included in our figures are Austria, 
Belgium, Denmark, France, Germany, Greece, Iceland, Ireland, Italy, Luxem- 
bourg, Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, United 
Kingdom. Of these countries not in the NATO grouping are Austria, Ireland, 
Sweden, and Switzerland. Spain becomes a member of OPEC in 1959. The 
exclusions are so insignificant that they do not affect the general import of 
the statistics. 

The origin of our analysis may be of interest to the committee. In the ad- 
ministration’s Blue Book—“The Mutual Security Program, Fiscal Year 1960— 
A Summary Presentation,’—the impression was allowed to escape that the 
United States was not bearing its fair share of the common defense burden. 
This is specific in the following statement from the Blue Book: 

“Over the years of our combined effort, these allies and friends have spent 
on these forces some $141 billion, more than six times the $22 billion we have 
contributed in military assistance” (p. xi). 

This statement in the Blue Book seemed to call for further analysis and 
the analysis was originally presented in testimony before the committee in the 
hearings on the fiscal 1960 program. The statement, it became apparent on 
ana'ysis, omitted the vast sums spent upon the U.S. defense establishment as 
its contribution to the common defense effort. The total for the same period 
was more than $400 billion. If this figure is added to the $141 billion referred 
to in the Blue Book we get a total of $541 billion of which the United States 
had provided not one-sixth, as the Blue Book statement had it, but about 73 
percent.* 

As to the second part of the committee’s question, whether capacity to meet 
defense costs should not be considered on a country-by-country basis, this ap- 
pears to be more in the field of political science than economivs, but to the 
extent that it lies in the field of economics it will be dealt with in our response 
to question 8. 

Question No. 8—In this country, we consider it proper that the smaller a 
man’s income, the smaller proportion of it he should be required to pay in taxes. 
By the same token, should countries such as Greece, Turkey, Portugal, and 
Italy, where the per capita GNP is a few hundred dollars annualiy, be expected 
to devote the same percentage of their income for defense as the United States? 

Response.—Our response would be that the amount to be spent by a given 
country on its national defense is not a question of economics but of the gravity 
of the danger to be met. We can see no merit, for instance, in a country spend- 
ing X percent of the GNP on defense, simply for the sake of a percentage. 
However, a GNP percentage statistic does offer to an economist some indica- 
tion of the gravity with which a given government and its people regard the 
military threat from without. If a country, for instance, were spending half 
its resources on defense a reasonable assumption would follow that the country 
considered itself gravely threatened. 

It is somewhat puzzling, in this light, that European countries, presumably 
the most exposed to the Soviet military threat, should be spending so little 
of their resources on defense by comparison with what the United States is 
called upon to spend.’ The statistics, in fact, support what many military men 


® See testimony of Mr. Walter Harnischfeger before House Foreign Affairs Committee, 
Apr. 20. 1959. hearings. rart TV (nm 9438 ff). 

® Around 5 percent of GNP compared to 10.9 percent of GNP for the United States, ac- 
cording to the most recent figures available. 
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are saying, namely, that the actual military threat in case of war will not be 
to Europe but to the United States. If this is the case, then it would seem that 
the assertion, that defense dollars should be spent in the United States rather 
than in Europe, has merit. 

As to whether the general import of the figures has merit, namely, that our 
European allies are not bearing their share of the defense load, we may point 
out that since we first presented this analysis, in April 1959, it has received ap- 
probation from the highest official circles. This appears in the administration's 
about-face on this subject, and the drive, beginning early in the current fiscal 
year, to obtain from our European allies a greater contrigution to the common 
defense effort. This appears in the following items from the press, of which 
we quote only the headlines: 

“Capital Studies Problems of Cost of Forces Abroad.” New York Times, Oc- 
tober 24, 1959. 

“United States Hunting Safe Way to Cut Overseas Arms.” Washington Eve- 
ning Star, October 30, 1959. 

“Government Mulls Cut in Troops Abroad.” Wall Street Journal, November 
17, 1959. 

We would respond to the committee’s statement that, “In this country we 
consider it proper, etc.,” by a comment which explains our basic economic 
philosophy on the question under discussion. The committee’s statement may 
be true in the case of the income tax but it does not apply to Federal excise 
taxes, the various local sales taxes, license fees, and to some extent, property 
taxes. Through a variety of excise taxes, the Federal Government is collecting 
money from many low-income persons for sums which go, at least in part, to 
countries where the beneficient principle referred to is not applied. In the 
District of Columbia, by act of Congress, a person who desires to enter busi- 
ness must first pay an annual license tax; if he enters a profession, an annual 
professional license tax. Also, by act of Congress, a tax is levied on the pur- 
chase of food, and this tax must be paid regardless of the economic status of 
the purchaser. (A poor man requires as much nourishment as a rich man.) 
It would be our opinion that so long as a government, in order to provide 
essential services, has to tax the food in the mouth of its poor, its legislators 
should be chary in votimg largess abroad, much of which goes for such things as 
steel mills, textile factories, high power dams, and other paraphernalia of an 
industrial civilization. 

Question No. 9.—Is Mr. Groseclose aware of the circumstances that about 
$8.5 billion of foreign liquid dollar holdings (end of 1959) are privately held 
and are not convertible into gold, as foreign government and central bank 
holdings are? 

Response.—While it is theoretically correct that only official foreign holders 
of U.S. assets can convert them directly into gold, foreign holders of U.S. secur- 
ities and other U.S. assets can sell them for dollars and convert the proceeds 
into gold. The dilemma we face is the fact that the United States is com- 
mitted by public policy to convert freely foreign claims into gold. The obliga- 
tion of other governments in this respect is not so clear and unequivocal. (All 
of them have at one time or another suspended redemption of their currencies 
in gold.) Our obligation arises from the fact, as Secretary of the Treasury 
Robert Anderson pointed out in his address to the American Economie Associa- 
tion on December 29, 1959, “The dollar is the major reserve currency of the 
world. This function can be served efficiently only if foreign holders of dollar 
claims who now have a sizable stake in the way in which we manage our affairs, 
continue to have confidence in the dollar’s basic worth and integrity.” 

Mr. Anderson went on to say, ‘Under these circumstances, a responsible gov- 
ernment must adopt measures and encourage actions at home and abroad that 
over time will reduce the size of the deficit and have as their long-range objec- 
tive a satisfactory equilibrium in our overall payments position.” 

Question No. 10.—In comparing foreign claims with our gold stock, the Treas- 
ury excludes the liquid dollar claims of international institutions (IBRD and 
IMF) of about $3.8 billion, since (a) IMF, in the absence of an agreement with 
the United States cxonot require that its dollar holdings be converted into gold; 
(b) other holdings represent demands that are phased over the years. Did 
Mr. Groseclose include such claims in his calculation of foreign claims to gold? 

Response.—We have used the official reports of the Federal Reserve System 
and U.S. Department of Commerce as our source material, as indicated in the 
text. In the original source material the figures are headed : “Short-term liabili- 
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ties to foreigners,” “Foreign assets and investments in the United States—short- 
term assets.” An obligation due beyond 1 year is ordinarily not considered a 
short-term asset in accounting practice. However, we have included, as indi- 
cated in the text, $1,974 million of long-term U.S. Government securities held 
abroad, since they are readily marketable and are treated as liquid assets in 
U.S. banking practice. 

As to the liquid dollar claims of international institutions (IBRD and IMF), 
for the United States to fail to effect such conversion would be a confession of 
insolvency, which is the thing we are concerned with here. See our response to 
question No. 9. 


TaBLeE I.—Principal foreign expenditures and tranfsers of U.S. Government, 
1948-59 


{In million dollars] 











| Military Military | Other New capital 
Year Total | expendi- grants | grants outflow ! 

tures 

| | 
CA ta Rl ate oaths a tienen eigabadinnistebcenie 6,017 | 799 300 3, 894 1,024 
I nla cat ic eae Te ti “ 6, 480 | 621 210 | 4. 997 652 
ec. tet Lc emawankuobh 4, 742 | 576 526 | 3, 484 156 
ESS s cc bh vis weedetnbes adel 5, 931 | 1, 270 1,470 3, 035 156 
RR aici kaa 6, 940 | 1, 957 2, 603 1, 960 420 
i dai cihe acemewmnane owipae 8, 844 2, 535 | 4, 254 1, 837 218 
| EE es ee es 7, 318 | 2, 603 3, 161 1, 647 —9%3 
Ds ce dpoeckbals deoattabk cds 7, 359 | 2, 823 2, 325 | 1, 901 310 
Se A a a ae 7, 896 2, 955 2, 579 | 1, 733 629 
ccs tartar iar nia Sakae 8, 174 3, 165 2, 435 1, 616 958 
SG 6 thcknsuchn peediichiare shined 8, 515 3, 416 2, 522 | 1,611 | 966 
a ee a 8, 560 | 3, 143 Segoe 1,623 | 1,729 





! Including investments in the International Monetary Fund and the World Bank. 
2 Partly estimated (based on figures for three quarters). 


Source: Balance of Payments, Statistical Supplement (1958), Survey of Current Business, June 1959, and 
Office of Business Economics, U.S. Department of Commerce. 


Mr. Fetirers. My subject is the military aspects. 

Our present foreign aid program can be defended only in sweeping 
generalities. Under close analysis these generalities, admittedly 
glittering and superficially impressive, become vague and empty 
platitudes. 

I shall illustrate. 


MUTUAL SECURITY DEFENSE ARRANGEMENTS 


Proponents of the foreign aid program invite our attention to the 
fact that through foreign aid “our friends among the free world 
nations make available to us for the use of our forces” 250 strategic 
bases; 5 million ground forces; 30,000 aircraft of which 14,000 are 
jets; 2,500 combat vessels, 

These distinctly questionable figures led the President to conclude: 
“Dollar for dollar our expenditures for the mutual security program, 
after we have once achieved a reasonable military posture for our- 
selves, will buy more security than far greater additional expenditures 
for our own forces.” 

Senator Green. Do you give the reference to these quotations? 

Mr. Fertirrs. Yes, sir, it is at the bottom, his message to the Con- 
gress March 13, 1950, on mutual security. I think I said 1950, It 
is 1959. 

Discussing the bases, never do the proponents of foreign aid face 
the fact that the 250 overseas bases now available to us, may not and 
probably will not be available to us in war. When one mentions this 
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he is immediately branded as an isolationist who would abandon his 
allies and retreat behind America’s shorelines. 

Propaganda has turned the phrase “fortress America” into an ugly 
expression signfying the reactionary thinking of isolationists. Ac- 
tually it is not a question of advoc: ating the fortress America concept. 
Whether we like it or not, the military necessity is rapidly forcing 
us into this reality. W ith nuclear-armed intercontinental bombers 
and intercontinental ballistic missiles in the hands of both the Soviet. 
and the United States, the terrific striking power of these two colossi 
is only hours and minutes apart. Thus, ‘tod: ay it is foolish to speak 
of isolation for the United States. Modern technology has made 
isolation impossible. 

One of the advantages of foreign aid, its proponents argue, is the 
encirclement of 250 overseas bases about the U.S.S.R. which our allies 
would make available to us in time of war. But the proponents of 
foreign aid simply ignore the fact that in war these bases may not be 

vailable. 

Vivid instances are already at hand. 

In Morocco, on a crash program, we built four great airbases which 
cost more than a billion dollars. At the demand of the Moroccans 
we were forced to announce that we shall evacuate those bases. For 
our extensive base facilities in Libya, the Libyan Government is now 
demanding three to four times the rental to which it initially agreed. 
Our Saudi Arabian commercial base has been occasion: ally denied us. 

Our World War II base system in the Philippines has been re- 
duced to two bases, The Philippine chief of staff has demanded 
that our military advisory group be sent home. The Okinawans, with 
Japanese approval, have asked us to withdraw our Air Force. We 
retain our Japanese bases with difficulty. 

In Panama, where we have important installations and bases, the 
feeling against us is bitter. 

Despite the foreign aid we have lavished on Cuba, we face locally- 
inspired labor difficulties at our great Guantanamo Naval Base. The 
new Cuban regime is hostile to the United States. 

Communist Iceland is so hostile that we shall probably be forced to 
abandon our airbase there. Before we can use British bases in war, 
their Prime Minister must approve. We provide Britain with 
IRBM’s but British man and control the missile bases. The French 
have denied us use of our fighter bases in France. This has forced 
us to move our fighters to Britain and Germany. Neither Norway 
nor Denmark will tolerate our troops nor allow us the use of bases. 

What has happened to us is this. Modern weapons systems carry- 
ing nuclear warheads have changed the meaning of alliances. 

Should war between the United States and the Soviet Union be- 
come imminent, the Kremlin is certain to attempt to blackmail our 
allies into neutrality. It is undeniable that the Soviets have the 
bomber and missile strength to destroy any of our allies who offer 
us the use of bases in time of war. The probability, therefore, is very 
great that our allies may deny us bases when we need them most. 

If these base difficulties exist now, what can we expect in the way 
of foreign bases when we are fighting for our survival? Would it 
not be naive and even fatal to rely on foreign bases for the reason that 
its plans call for increased and widely dispersed North American 
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bases for intercontinental bombers and ICBM’s. No. SAC bombers 
are stationed permanently overseas. 

Many opponents of the Fortress America concept have missed its 
true meaning. They are inclined erroneously to interpret it as a 
complete abandonment of our allies, a hasty retreat to within our 
borders, the placing of our first line of defense at our own shorelines, 
This is thinking in the most old fashioned of military terms. 

From bases on North America, SAC’s intercontinental bombers and 
missiles when available can destroy any target on earth almost in- 
stantly. All this can be done despite the fact that allied bases prob- 
ably will be unavailable to us. Since when have our B-52 strikes 
been limited to our coastline? S AC is our first line of defense; its 
strikes can encompass the globe; it is the principal defender of the 
free world. So long as we maintain superior air, space, nuclear 
striking power, we shall have the best possible war deterrent. Should 
war be forced upon us, this superior striking power from bases in 
North America will enable us to win and the reby j insure our own as 
well as the free world’s survival. 


THE 5 MILLION GROUND FORCES 


These assorted 5 million men under arms are scattered from 
Formosa to England, from Japan to Vietnam, from Norway to Spain. 
But practic ally all of these troops are tied to their homeland. They 
are not available for transfer to other defensive positions. 

The Soviet Union with 175 regular Army divisions and 300 reserve 
divisions well we and equipped, operating on interior lines, with 
ample air support, can throw any required “strength, at any point 
about the vast Sov iet perimeter. And at no particular point of 
attack would our allies have sufficient strength to resist, nor could 
they and we marshall such strength. 

Control and supply of 5 million men of many national commands 
and globally dispersed is an insuperable task. During the great 
desert campaigns in North Africa in 1940-42 the British had under 
their command British, Indian, Australian, New Zealand, South 
African and Free French troops. Before the British commander 
could launch an offensive he had to get permission from each of the 
governments concerned to use their troops. The arrangement ren- 
dered all British operations cumbersome. To organize, supply, coor- 
dinate, and command the 5 million allied troops - receiving American 
aid would be a far greater task than that which faced ‘the British 
in 1940-42. 

The problem of dispersal, transport, supply, and command of the 
5 million allied troops is a minor one, however, when compared to the 
greater problem of their ineffectiveness in modern war. Should 
World War III be forced upon us, the principal destruction will come 
from the sky. Five million or 500 thousand or 50 million troops 
equipped for surface combat cannot exercise the slightest influence 
on the outcome of the struggle between the United States and the 
Red forces. 


NATO SHIELD WOULD BE INEFFECTIVE IN WAR 


Nor can the so-called NATO Shield influence the outcome of a war 
against the Soviets. The United States has extended to the NATO 





et 


Ss eto eH OO mS ot 


oo 





— ew fe 5 - Se Se 


oO _-—- = 


a2aeo—m& 


MUTUAL SECURITY ACT OF 1960 511 


powers $13.7 billion in military assistance and $38.5 billion in eco- 
nomic aid and defense support. Despite this staggering sum of $52 
billion poured into Western Europe since the close of World War II 
there are today only 21 divisions in the much-vaunted NATO Shield 
which extends from Switzerland to Denmark. Five of these divi- 
sions are American. Most of the European divisions are not combat- 
ready. Obviously the NATO Shield could be easily overrun by the 
Red army. 

Possibly the reason that our European allies are dragging their 
feet lies in the fact that they realize the United States is the only bar- 
rier to the Communist dream of world domination. It is therefore 
likely, and it is militarily sound, that if the Reds strike they will by- 

ass Kurope and strike directly at the United States and our overseas 
Sieh outside Europe. Unless attacked, our allies might well be in- 
clined not to attack the Soviet Union but rather to remain neutral. 

In any event, in this air, space, nuclear war, ground forces are not 
the decisive factor. This fact is generally acknowledged. The 5 
million men in the allied ground forces represent no telling contribu- 
tion in the light of modern warfare. 


FOREIGN COUNTRIES CAN AFFORD TO PROVIDE FOR THEIR OWN DEFENSE 


Modern industrial countries such as Britain, France, West Ger- 
many, Italy, and Japan now have flourishing economies. They have 
the capability and therefore can afford to create modern military 
might. 

In countries such as Laos, Pakistan, and Greece, there is a clefinite 
need for local military police forces. In these and similar small coun- 
tries there is an urgent need to maintain the stability of their govern- 
ments and to prevent Communist subversion. However, in view of 
the foreign aid which we have already extended, these countries can 
well afford such an internal police force. 


AIR POWER PRESENTS PROBLEM OF COMMAND 


The President spoke of 30,000 aircraft of which 14,000 are jets. 

In the Korean war only one fighter interceptor could match the MIG 
15. This fighter was our F-86. Neither our allies nor our own Navy 
pent a fighter to equal the MIG 15 “loaned” by the Soviets to the 

ed Chinese. Their MIG 15’s, although the world’s second best 
fighter, were shot down 10 to 1 by our F-86’s. 

Mere numbers of planes are meaningless. Unless the allied planes 
have comparable performance charac teristics to those of their enemy, 
the allied air effort will be a slight one. The allied aircraft listed 
as an achievement of our foreign | aid are already obsolescent and in- 
effective. I might cite the example in Korea. There we had the 
F-86 which was superior to the MIG 15 which the Russians had made 
available to the Chinese. Being a superior plane, we shot down the 
Russian planes in the ratio of 10 to 1. 

Moreover, xirpower is indivisible. To be effective it must be em- 
ployed as a unit. Control of 30,000 planes deployed among some 60 
allied countries, poses an insoluble problem of command. 

The Red Air Force, if need be, could wipe out this conglomerate of 
airpower quickly and completely. 
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COMBAT VESSELS 


Almost all of the unlisted 2,500 combat vessels are highly vulnerable 
both to Red air attack and Red submarines. These surface vessels, if 
they annoy the Soviet war effort, will be promptly sunk. And by that 
I mean the Soviet will have control of the air about the Soviet Union 
and any shipping that is hostile to them, any surface vessel, can be 
wiped out. Allied submarines will find few Red targets. In a major 
war effort, the Soviets are not dependent on shipping. 

Our allies—at present —have no submarines equipped to fire IRBM 
against anenemy. Obviously this hodgepodge of 2,500 allied combat 
vessels in a modern war can make only a negligible contribution. 


CONCLUSION: NO SAVINGS AND NO RELIABLE ALLIES GAINED FROM 
MILITARY ASSISTANCE PROGRAM 


It is true that foreign troops cost far less than American troops. 
But, as has already been show n, Manpower would not be the decisive 
element in a war against the Soviet Union. 

Were we to pay for truly modern weapons produced by allied coun- 
tries, the cost is somewhat comparable to that of our own manufac- 
ture. When manpower costs are ruled out there is little savings in 
military assistance programs. 

Tn his evaluation of the strength which “our friends among the free- 
world nations make available to us for the use of our forces,” the 
President appears to have sounded overly optimistic in tone. 

In the Korean war we have a historical illustration of the military 
contribution which other free-world nations made available for the 
use of our forces. In this war 500,000 South Koreans fought heroic- 
ally for their homeland. Our contribution was 450,000 American 
troops. All other free-world allies contributed a total force of 
45,000—a mere 5 percent of the total forces. Experience teaches that 
unless the survival of a nation is at stake, it is loath to face the devasta- 
tion of war; the United States appears to be the one exception. 





OUR DEFENSE POSITION 


An argument advanced in support of lavish foreign-aid spending is 
that rather than rob our own defense, foreign aid strengthens it. Ac- 
cordingly, a quick review of our present defense and its requirements 
is indicated. 

There is at least one feature of our defense on which everyone seems 
to agree. This is the fact that our Strategic Air Command (SAC) 
today is superior in bomber strength and in bomber striking power to 
that of the Red Air Force. 


RESEARCH AND DEVELOPMENT 


Nuclear propulsion.—Today we are on the verge of a breakthrough 
in nuclear-powered missiles and in air and spacecraft. Nuclear en- 
ergy for propulsion offers unprecedented low cost. The nuclear fuel 
which a bomber requires for a 5-day supersonic flight is almost negli- 
gible. With nuclear-powered bombers we could have several hundred 
cruising continuously over the North Sea or Polar Cap, ready to strike 
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any target. The enemy would find little merit in a sneak attack 
against us because at any one time only a fraction of our most effective 
bombers would be found on the ground. 

Last year Lt. Gen. Roscoe Wilson, who is in charge of Air Force 
Research and Development, said that with $200 million a year for 2 
years, we could have nuclear-powered aircraft in flight. Instead of 
authorizing the funds to make possible this achievement for budgetary 
reasons General Wilson’s request was cut to $75 million annually. 
As a consequence it will now take 4 to 6 years before we can de- 
velop nuclear-powered aircraft. 

Rocket engine.—There is an urgent need for a large booster rocket 
engine developing 1 million pounds of thrust to put military space- 
craft into orbit. After much delay, development of this engine was 
transferred to National Aeronautics and Space Administration 
(NASA) where it becomes peaceful and unavailable for military use 
for some time to come. 

The Soviets already have engines developing 1 million pounds of 
thrust. It would cost some $375 million to develop this booster rocket 
engine for military use. 


OUR STRIKING POWER 


Although SAC constitutes the principal war deterrent for ourselves 
and the entire free world it is being reduced by 5 wings (225 bombers). 
The Congress voted 43 SAC wings for 1960; the budget of fiscal year 
1960 provides for 40 by June 30; the budget for fiscai year 1961 pro- 
vides for 38 wings by mid-1961. 

This decrease in SAC is further aggravated by the fact that its 
bombers, the B-47 and the B—52, are wearing out. Moreover, missiles 
have not yet strengthened SAC. Today, the number of interconti- 
nental ballistic missiles in the hands of troops, and which SAC is 
ready to fire, number less than the fingers on one hand. 

The B-70.—The Air Force planned to replace the B—52, our present 
subsonic intercontinental bomber first flown 8 years ago, by a pro- 
duction program of some 200 B-70 bombers. But production of the 
B-70 bomber, with intercontinental range and a speed three times 
that of sound, has been canceled. Only two prototypes, not 
bombers, are to be produced. 

Production of the B—70, over a period of some 7 years, would have 
cost an estimated $750 million annually. The announced administra- 
tion reason for cancellation was it would take 5 years to produce 
the bomber. This is a norma] time factor. The B-—52 begun in 
1948 was not flown until 1952. The B-70 program was not canceled 
because it would have been superseded by missiles. It is now estab- 
lished that missiles will complement, not entirely replace, the manned 
bomber. It is clear that the B-70 cancellation resulted from lack 
of funds. As our B-47 and B—52 bombers wear out or become obso- 
lescent, this cancellation leaves us with no new intercontinental 
bombers under development. 

Low-altitude-penetration bomber——The Air Force contemplated 
development and production of a low-altitude-penetration bomber. 


At low altitudes present jet bombers consume enormous quantities 
of fuel. 
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For reasonable fuel economy at low altitude a special engine is 
necessary. At low altitude radar detection is difficult. The Reds 
already have successful low-penetration bombers. For economy rea- 
sons this Air Force development program, which would have cost an 
estimated one-third of a billion dollars was rejected. 

ICBM .—Recent hearings in the Congress indicate that our present 
production program of ICBM is only” one-third that of the Soviet 
Union. This ICBM production should be stepped up immedi: itely, 
The cost of an ICBM program to outdistance the Reds is estimated 
at $400 million. 

Polaris submarine.—It promises to be a formidable striking weapon 
against which there is as yet little if any defense. The Navy is ask- 
ing for a supplemental appropriation of $1 billion to expedite and 
expand this program. Funds should be made available. 


OUR CONTINENTAL DEFENSE 


F-108.—The program for the F-108, a supersonic long-range high- 
performance fighter interceptor, was canceled. The research and pro- 
duction costs were to have totaled about $2.2 billion over perhaps : 
7-year period. To save money, the entire progr am has been canceled. 
This cancellation leaves us with no long-range supersonic interceptor 
and no interceptor aircraft of any kind under development. 

Vertical-takeoff interceptor—The Air Force planned a vertical- 
takeoff interceptor. It would require no landing strip. A small con- 
crete pad is desirable but the craft can take off vertic ally from, and 
land on, any terrain which can be traversed by a truck. ‘The vertical- 
takeoff interceptor could be readily and widely dispersed so that only 
the individual interceptor would offer the enemy a target. 

Fighter-interceptor expansion—We must expand our fighter- 
interceptor defense. We have far too few supersonic interceptors for 
the defense of the United States. 

Antimissile missile-—No such defense exists. The Army should 
have ample funds for research and development and for production 
if the problem can even be partially solved. 

Attainment of the above-canceled weapons systems and of the ree- 
ommended expansion programs would mean American ascendancy 
over Red striking power. It would be the best possible insurance 
against Red attack of the United States and the free world. 


SUMMARY OF DEFENSE REQUIREMENTS 


Research and development.—There is an absence of or a lag of re- 
search and development in the following defense items: 

Nuclear propulsion; rocket engine; B-70 bomber; low-altitude- 
penetration bomber; F-108 fighter interceptor; antimissile-missile 
defense. 

Funds should be made available now to remedy these deficiencies 
in defense requirements. 
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Increased 

defense cost 

Necessary program: (in millions) 
Nuclear propulsion________ sic ins ea ain Sl a al $125 
I ge eiseifainiateeatt Aa tity a 
RP OE ee RS ee AER RR DLS Forte SOR NI RUE ori ar eile 400 
Serene CONGR 2908332 Ss ee ee 750 
Low-altitude-penetration bomber. _..-______~ ivwiccoteisbeditlele axes 375 
CUT Toric CRU UATRNOMRRIRIACS: © SUMIUUOE EON i ag ee 400 
Polaris submarine increased production__......._...-.____________ 1, 000 
RT ho Eh cow A wt ga 2S pe teh 8 Tee ae Oe eee ee 325 
Wied Gehan teteneniene. 3b on eek ea weenie 375 
Pigetemistercentor expamelon... <2 ince nce entbcctesenddetannnee 400 
Pama errh ere cea les Cm i a. So sass se ee nes 400 
PROVE Eres 88 ee ee ee eee te ge ee eee eee 4, 925 


THE LIMITED-WAR FALLACY 


Not all engaged in the major problem of defense agree with the 
above-listed defense conclusion and requirements. There is a school 
of thought, strongly vocal, which holds that the United States and 
the U.S.S.R. have already reached—or will soon reach—a “balance 
of nuclear terror.” 

As a consequence an all-out nuclear war would be mutually suicidal, 
and neither power will resort to such destruction. We must, there- 
fore, this schoo] of thought insists, pare our intercontinental nuclear 
striking forces SAC into a so-called minimum-deterrent force. 

A “minimum deterrent” is defined as forces strong enough tc ? flict 
unacceptable damage on the enemy—say the destruction of 20 cities. 
With a nuclear war thus supposedly prevented and with the funds 
saved by reducing SAC, the advocates of this concept would prepare 
for limited wars of the conventional type. 

The most dangerous assumption which our Government could make 
would be to rule out the possibility of an all-out nuclear war against 
the Red forces. We may call nuclear parity a balance of terror but 
how do we know the Reds so regard it? At all costs we must face 
the fact that a nuclear war with the Reds could happen. 

We must be strong enough to win it quickly and decisively. 

The second most dangerous assumption our Government could 
make is that by fighting limited wars about the globe we can thereby 
avoid an all-out nuclear war. In fighting limited wars can we depend 
on the Red dictators to keep such wars limited? If it is to the Soviet’s 
advantage, a limited war can quickly be turned into an all-out nuclear 
war. If war is thrust upon us, it should be fought to decide something 
of consequence, 

Yet, by definition, limited wars cannot be decisive. Korea was a 
limited war which resulted in a most unsatisfactory armed truce. 


HYPOTHETICAL EXAMPLE OF LIMITED WAR 


Even victory in a limited war would leave the basic issues with the 
Kremlin rere 

Suppose: 1. That by the usual Red infiltration and subversion tac- 
tics the non- Seaman Iranian government is seriously threatened. 
2. That both our own and Red intelligence estimates indicate the 
United States and the U.S.S.R. have reached parity in nuclear striking 
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power. That the President of the United States, at the request. of 
the Shah, decides to intervene in Iran to save oil for Europe and 
prevent a probable Red overtake throughout the Middle East. 

Armed Intervention, In 48 hours after rec eiving orders, MATS, 
from bases in Cyprus, Lebanon, and Israel, flies a marine regiment 
into Teheran. MATS then proceeds to fly in supplies and ammuni- 
tion. The marines take up a position on the Teheran side of the 
airport. 

The Kremlin reacts promptly. From bases in the Baku area only 
350 miles from Teheran, 1,500 Red transports fly two airborne divi- 
sions into Teheran. Huge stores of rations and ammunition follow. 
This airborne division is covered by the 200 Mach 2 fighter planes 
which are now actually stationed in the vicinity of Baku. The Red 
troops take up a position facing the marines on the other side of the 
airport. 

Although the situation is extremely tense, initially, neither side 
opens fire. 

Then suddenly someone—no one knows who—fires his rifle. In 
seconds everyone on both sides is firing madly. Our Mediterranean 
Sixth Fleet carrier-based bombers are dispatched to attack. As they 
approach the Red troops, Red Mach 2 fighters attack. Our bombers 
suffer heavy losses. The inevitable comes quickly. Our marine regi- 
ment is shot to pieces. Red bombers destroy the bases being used by 
MATS to fly supplies into Teheran. 

The President of the United States now has a tough decision to 
make. 1. He can reinforce the marines. But we can never match 
the surface forces which the Kremlin can readily fly into Teheran. 

He can wipe out the Red divisions in Teheran with hydrogen 
leaks. This action might destroy much of Teheran and its popu- 
lation. It might lead to Red retaliation against our Mediterranean 
Fleet. 3. He can issue an ultimatum to the Kremlin that if Red 
forces are not withdrawn from Teheran immediately, he will unleash 
all-out nuclear strikes against the U.S.S.R. But this ultimatum might 
and probably would provoke immediate Red nuclear strikes against 
the United States. 

Meanwhile the Kremlin has served notice on European and Middle 
Hast powers that they must deny all bases to American planes; other- 
wise, the bases will be promptly destroyed. Denial of these bases for 
our use follows. 

Our position is most unenviable. Some sort of a face-saving com- 
promise must be made. The State Department goes into action. In 
the end we have lost a regiment of marines. We have failed to pre- 
vent a Communist-dominated Iranian Government. Our prestige has 
suffered. 

GENERAL OBSERVATIONS ON LIMITED WAR 


There is a moral to this imaginary Teheran nightmare. 

American intervention in Eurasia to prevent the Reds from nibbling 
away the free world bit by bit is noble in its purpose. But such inter- 
vention carries inherent dangers for the United States and overpower- 
ing advantages for the Soviets. 

If the Kremlin enjoys nuclear striking parity, unless Allied bases 
are declared neutral, our Eurasian bases can readily be destroyed. 
The U.S.S.R. need not hesitate to attack a base being used by the 
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United States in any Eurasian country. The Eurasian country at- 
tacked has not the strength to retaliate. Such an attack would not in- 
cite us to attack the Soviet Union because the Red striking force could 
retaliate and dangerously cripple the United States. 

On the other hand, Red bases within the Soviet Union usually will 
be within supporting distance of the area where our armed interven- 
tion takes place. We are not likely to molest these Red bases. Should 
we attack them we would be attacking the U.S.S.R. itself. Red retali- 
ation against our homeland would be certain. In the matter of 
bases, therefore, the Soviet has an enormous advantage over us in 
any Eurasian intervention. 

Our fleet can move its carriers within bomber and striking dis- 
tance of most areas in which we might intervene. But the fleet is 
highly vulnerable to two Red weapons—nuclear armed submarines 
and bombers. Moreover, our fleet air arm would be vastly outnum- 
bered by Soviet aircraft which could be concentrated against them. 

The Soviet Union has another enormous advantage over us. It can 
fly troops into the combat area from bases within the U.S.S.R. On 
the other hand, we must move our troops from the other side of the 
earth. They must be moved by air or sea. If by air, overseas bases 
are necessary. These are likely either to be destroyed or declared 
neutral. Ocean transport is too slow to meet Red airborne interven- 
tion and is vulnerable both to Red air and submarine attack. 

One is compelled to conclude that in any Eurasian area in which 
we are likely to intervene, the Communists can readily throw far 
more air and troop strength against us than we can possibly bring 
into the combat area. The difference in this relative strength is so 
pronounced that the Soviets, if they desire, can easily win against 
any Eurasian intervention which we might attempt. 

Of course the reverse would be true in the Western Hemisphere. 
Here we would enjoy every advantage which the Reds enjoy in 
Eurasia. For example, Soviet armed intervention in Cuba would 
be quickly dealt with by our forces based in the United States of 
America. 


SUPERIOR STRENGTH IS ONLY BASIS FOR NEGOTIATION 


It all boils down to this: Negotiations with the Soviets can succeed 
only if made from a position of superior strength. 

Shortly after World War II the Soviets withdrew from Azerbaijan 
but left a Red puppet government in charge of the province. Upon 
request of the Shah, the U.S. Government sent a sharp note to Mos- 
cow and the Red puppet government withdrew. We fought a war 
in Korea and kept it limited. We convoyed supplies to Quemoy for 
the Nationalist Chinese. We landed marines in Lebanon. In none 
of these actions did the Communists intervene. 

The principal reasons were: 1. At the time of the Azerbaijan 
incident we had a complete monopoly in nuclear bombs and inter- 
continental bombers. 2. At the time of the other incidents, SAC 
with nuclear weapons was the world’s preeminent striking force. 

In the future, coiedean unless we have overwhelmingly air, space, 
nuclear supremacy over the Red Forces, our participation in an Eura- 
sian limited war risks grave disaster. It is a worthy stand for the 
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United States to contemplate resistance against Red nibbling away 
the free world bit by bit. Such contemplation is in order if we have 
overwhelming air, space, nuclear supremacy together with the will 
to use it. On the other hand, were we to intervene when we do not 
have superior striking forces, it will be our own troops and means 
which will be nibbled away bit by bit. 


FUTURE PROBLEM OF DEFENSE 


We must credit our enemy with diligence in pursuing development 
programs similar to the ones the administration has canceled for 
lack of funds. Our hope for peace and liberty is futile unless we some- 
how achieve this necessary defense development and expansion before 
the Reds achieve it. 

On the day the Soviet’s striking power equals ours—and it will with- 
in 1 or 2 years unless we step up our production program—the United 
States will not dare to support a free world country by striking the 
Soviet Union. To do this would invite a Red nuclear attack and un- 
speakable destruction on the United States. 

As Walter Lippmann wrote February 18, 1960, we must face this 
fact: “The Soviet Union has achieved parity in nuclear weapons. 
This has reduced our nuclear power from that of an instrument of 
world diplomacy to a national deterrent against attack on the United 
States.” 

Mr. Lippmann may be slightly in error on his timing because SAC 
today can deal a more deadly blow than can Red strategic striking 
power. But unless we immediately institute measures to maintain 
our nuclear striking supremacy, Mr. Lippmann’s warning is correct. 





THE U.S. ECONOMY 


Today our debt is unprecedented. ‘The Director of the Budget has 
put our debt and commitments at three-fourths of a trillion dollars. 
Our taxes are confiscatory. Yet, during the past three decades only 
five times has our budget been balanced. 

Except in 1957, because of the Suez Crisis, every year since 1950 
we have suffered a deficit in our international balance of payments. 
Our overseas troops spend annually $3.2 billion. This expenditure 
is really foreign aid although it does not appear in the foreign aid 
budget. Nevertheless, this vast sum affects our balance of payments. 

Our gold reserve stands at $19.5 billion; foreign dollar credits, 
which foreigners can demand our gold, stand at $23 billion. If 
foreigners should call this gold, and they can if they so elect, the 
value of our dollar would become all but worthless. 

U.S. Government obligations held by foreigners are officially stated 
at $12.201 billion. Interest payments by the U.S. Government to for- 
eigners on these obligations amount to more than $500 million an- 
nually. These interest payments themselves constitute a form of for- 
eign aid. Obviously, our economy does not justify our continuation 
of lavish foreign handouts. 
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FOREIGN ECONOMIC AID 


The Citizens Foreign Aid Committee has been accused by some as 
being rather heartless in objecting to our present foreign handout 
program. But most certainly we are not heartless. Like all good 
Americans we are eager to help others. This isa ni ational trait. In 
his first volume of the series, “An American Epic,” former President 
Hoover relates that during and after World Wars I and II, American 
aid in the form of food, medicine, clothing, shelter, and sanitation 
saved the lives of 1,400 million people, mostly women and children. 
For such aid the American people can take just pride. 

No good American objects to our extending such technic ‘al assist- 
ance in agriculture, sanitation, and American “know- how,” as friendly 
countries | may seek. The cost is trifling and there is scarcely an 
underdeveloped country that could not afford to pay for this kind 
of aid. 

AID TO THE PHILIPPINES 


We might cite the example of the Philippines. In half a century 
the Philippines rose from an underdeveloped, primitive country into 
a literate, prosperous, modern state. Americans extended many forms 
of technical and professional assistance. American teachers by the 
hundreds established an excellent educational system. But the Phil- 
ippine government sought this assistance and paid for it. This is 
the only kind of assistance which is constructive and lasting. 

The billions that we have wasted on foreign handouts with negative 
results is a far cry from the constructive assistance we have extended 
to the Philippines. There is no reason why our great pre-World War 
II Philippine program cannot be extended to each underdeveloped 
country which seeks our aid. 

The test of our half-century aid to the Philippines came in 1941 
when Japan struck. President Quezon immediately offered General 
MacArthur the entire resources of the Philippines. For the first time 
in history a subject race willingly fought, and fought well for a 
nation of another race which had oc cupied the Philippines for nearly 
50 years. 

The present ser ious differences between the Philippines and the 
United States have their origin in our postwar foreign aid program. 
During the war the Japanese inflicted unspeak: able torture on the 
Filipino people. Some 80 percent of their cities were destroyed. 
Our Government made a wartime pledge to rebuild the wartorn 
Philippines. However, the Japanese have received far more aid than 
the Filipinos. Philippine resentment is acute. 


OUR MILITARY COSTS 


SAC, admittedly our and the Free World’s principal war deterrent, 
costs the American taxpayers less than $9 billion annually. SAC con- 
stitutes more than 90 percent of our nuclear striking power. The re- 
mainder of our $41 billion defense budget—$32 billion—is being ex- 
pended almost entirely for old- fashioned, conventional warfare meth- 
ods; that $32 billion should be reduced. 

Our surface forces, the Army, and the surface fleet remain essential 
but they are no longer decisive in the air, space, nuclear age. Before 
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the Korean War, the Army and the Navy each received annually less 
than $5 billion. They should now revert to some such budget and 
thereby save $10 billion. ; 

The overseas cost of United States foreign policy, which has aver- 
aged about $8 billion annually since its inception, should be reduced 
over a 2-year period to something less than a billion dollars annually. 
This would effect a saving of $7 billion. If our troops were with- 
drawn from West Germany $1 billion could be saved on tactical air 
support. 

This total saving of $18 billion would be reduced by approximately 
the $5 billion needed to strengthen our military establishment. <Ac- 
cordingly we could have far greater security and save $13 billion. 


To summarize: Billions of dollars 
Dwom the Surtace Worces GAVCs on nn oc cce eee one onswee ethideiteba pas bess! 10 
On I a esc sieeainnenias scasaneliee 7 
On Air Force Tactical Support save_................____.__- pan entane ier co 
Cog NS ee Ee eS Des 5 
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In view of our threatened economy the above-suggested saving is 
essential. As Dr. Melchior Palyi, noted economist, sizes up the present 
fiscal situation: “The problem could be solved at once—by cutting 
foreign aid and military expenditures abroad.” 


THE WAY OUT 


The benefits of foreign aid are vastly overrated. Our economy is 
threatened. The cruelest, bloodiest dictators of all history threaten 
our survival. To put foreign aid ahead of our own defense would be 
suicidal—both for ourselves and the rest. of the free world. 

Our committee has no desire to repudiate treaties. We are con- 
vinced, however, that foreign aid, except in certain instances, has run 
its course. It is high time that our allies stand on their own. 

Our foreign handouts have contributed little to our defense or to 
that of the free world. In countries or areas directly threatened by 
Red aggression, military assistance must be continued. Otherwise, 
it is far safer for us and the free world to channel the bulk of foreign 
aid funds into our own defense effort. 

Since the announced Kremlin objective is world domination, we 
are risking deadly peril if we fail to do so. Yet the stark reality is: 
our present defense program will permit Red supremacy in striking 
power within 2 years. 

One is compelled to wonder what the reason is for our failure to 
lan future superior striking power over the Red Forces. Could if 
9 that we are deliberately permitting our striking power to fall into 
second place? Will we next be told that since the Soviets have be- 
come stronger and have the power to destroy us in a nuclear war, our 
only hope for survival is to join a world order ? Teg 

Whatever may be the reason if we drift into second place mili- 
tarily, this much is certain: it will be the end of free men everywhere. 

The prime prerequisite to insure our liberty is a sound American 
economy and supremacy in air, space, nuclear striking power. With- 
out a sound economy, we cannot adequately arm. Without superior 
striking power, no national strategy, no free-world strategy, and no 
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summit conference can succeed. Without superior striking power, 
small Communist-kindled wars cannot be limited. We and the rest 
of the free world can be subjected to Red political blackmail, our 
economy can be collapsed, and our liberty taken from us. 

With sound American economy and air, space, nuclear supremacy, 
the Red threat can be held in check until the inherent weaknesses of 
communism cause it to consume itself. 

Recommendation: That in the interest of sound economy and 
stronger defense our committee urges the Congress to make a 50 per- 
cent cut in the President’s foreign aid request for the fiscal year 1961. 

Senator Green. Your recommendations are very interesting as to 
what conclusions should be drawn from the facts which you have so 
well and brilliantly stated. 

Mr. Fetxiers. The conclusion I should like drawn is that the money 
we are spending on foreign aid would be far better spent to make 
ourselves stronger than the Soviets, and then there will be no war. 

Senator Green. Or make ourselves better qualified to go to heaven. 

Mr. Freuiuers. Well, I think that would also help; yes. 

Senator GREEN. ‘Thank you very much. 

We have other witnesses. I think perhaps we can hear one more 
witness before luncheon and then we will have to adjourn until, let us 
say, 3 o'clock this afternoon. At that time we will reconvene in the 
committee room in the Capitol because it can be more readily reached 
in case of a floor vote. At that time we will hear the remaining 
witnesses. 

The next witness this morning is Mrs. Virginia M. Gray, execu- 
tive secretary, Citizens Committee for UNICEF. 


STATEMENT OF MRS. VIRGINIA M. GRAY, CITIZENS COMMITTEE 
FOR UNICEF 


Mrs. Gray. Thank you very much, Senator. I was going to suggest 
with your permission that I file my statement, because it is late, ‘and 
because I know that you already are very well informed about 
UNICEF. 

Senator GREEN. That will be fine. 

Mrs. Gray. I know you have been very helpful for the work of the 
Children’s Fund in the past. 

Senator Green. Your statement will be included in the record in its 
entirety. 

(The statement referred to follows :) 


STATEMENT OF Mrs. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, CITIZENS CoM- 
MITTEE FOR UNICEF, ON BEHALF OF THE AUTHORIZATION FOR THE APPROPRIA- 
TION FOR THE UNITED NATIONS CHILDREN’S FUND 


The Citizens Committee for UNICEF is an informal clearinghouse of legisla- 
tive information serving a number of national organizations which support con- 
tinued participation by the United States in the United Nations Children’s Fund 
(UNICEF). This statement has been authorized by the following such 
organizations : 

American Association of University Women ; 

American Parents Committee ; 

American Veterans Committee ; 

Association for Childhood Education International ; 

Cooperative League of U.S.A. ; 
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Friends Committee on National Legislation; 

General Alliance of Unitarian and other Liberal Christian Women ; 

Jewish War Veterans of the U.S.A.; 

Methodist Church—Woman’s Division of Christian Service, Board of Missions ; 

National Association of Colored Women’s Clubs ; : 

National Association of Social Workers, Inc. 

National Congress of Colored Parents & Teachers : 

National Council of Jewish Women ; 

United Church Women ; 

Women’s International League for Peace and Freedom ; 

Young Women’s Christian Association, National Board. 

These organizations endorse wholeheartedly the recommendation of the execu- 
tive branch for a contribution of $12 million from the United States to the 
United Nations Children’s Fund for the fiscal year ending June 30, 1961. In case 
a doubt exists about the size of the United States contribution this year, we 
would question whether the amount is large enough, A strong case, we believe, 
can be made for a contribution of $13 million. 

A contribution of $13 million would be amply justified. UNICEF’s total allo- 
cations of $28.2 million in 1959 were modest in relation to the needs of children. 
Even with this total expenditure, UNICEF was reaching less than one-tenth of 
the children in the 104 countries and territories which were being assisted. Thus 
the needs of children are largely unmet. To help more of them, and to do it on 
a wider basis, is the challenge in the year ahead. The necessity for larger re 
sources becomes more apparent as governments—many of them governments of 
newly independent states—show their concern for the health and welfare of 
their child populations. Added funds would help more governments to expand 
the present types of programs now going forward so successfully. 

A recognition of the desirability for increasing aid and of the high regard in 
which governments hold the work of UNICEF is evident in the fact that 18 
governments increased their contributions to the central fund in 1959 over 1958, 
We hope this trend continues but, with 87 countries and territories now con- 
tributing, the possibilities for further increase in the number of donors are 
limited. Likewise the available resources of present contributors will not permit 
large increases in their pledges in the immediate future. Yet the needs of chil- 
dren cannot wait! Their future is being molded today. We urge, therefore, 
that our Government join with those countries that have increased their pledges 
and we recommend a contribution of $13 million. 

The following table illustrates both the proud accomplishments in 1959 and 
the possible goals for 1960: 


Beneficiaries of UNICEF—Aided programs, 1959, and targets for 1960 











Estimate 
accomplished, | Target, 1960 
1959 

Antimalaria campaigns: Children and mothers protected with UNICEF 

RUIOURINOBE 6. cdi cd ide sdeiin ved ibe ddeeueeckse 31, 244, 000 33, 018, 000 
BCG-antituberculosis vaccination: Children vaccinated... _- ane: 14, 196, 000 14, 975, 000 
Yaws control: Children and mothers treated_ sae 1, 539, 000 2, 099, 000 
Control of trachoma and related eye diseases: Children treated _______- 1, 532, 000 1, 721, 000 
Leprosy: Children and mothers under treatirent ; wal 406, 000 | 497, 000 
Supplementary feeding: Average number of children and mothers re- | 

Carving Gaiiy THK POC onc. = ok Hk ene . weaned’ 5, 210, 000 | 3, 500, 000 


1 United Nations Children’s Fund, General Progress Report of the Executive Director, pt. I, Feb. 18, 
1960, p. 35. 








A few comments concerning the perspective of UNICEF’s work would seem 
to be in order at this stage. UNICEF’S reason for existence is to improve the 
health and welfare of children and pregnant and nursing mothers. Immediately 
after World War II sheer starvation was the most serious threat facing chil- 
dren in wartorn lands. After that emergency need had been largely met, chil- 
dren’s health assumed top priority. Health needs of children in different parts 
of the world have varied greatly and countries eager to improve the lot of their 
children have sought help from UNICEF for their diverse needs. Thus a high 
percentage of UNICEF's resources has been devoted, in cooperation with WHO 
and FAO, to the treatment and curing of diseases and malnutrition among mil- 
lions of helpless children. Perhaps even more important, the prevention of dis- 
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ease through control of endemic diseases and through improvements in sanitary 
conditions under which children live has brought immeasureable gains in many 
areas of the world. 

Mere survival, the first step in aid to children, is not enough, however. Evi- 
dence is mounting that malnutrition may be, after all, the most important factor 
affecting child health. In any case, if there is to be any hope of permanent im- 
provement and progress toward higher standards of living, children’s needs must 
be seen to be complementary in the fields of health, nutrition, and social wel- 
fare. Many problems remain to be solved as the people in the underdeveloped 
areas of the world move, with jet-age speed, from simple rural environments into 
present-day urbanization. Further expansion of maternal and child welfare 
centers, and community development programs offer great promise in this con- 
nection, if funds become available to train local personnel so urgently needed 
in this work. 

Our organizations are impressed by the accomplishments of UNICEF in the 
past. Its achievements were made possible by a fortunate combination of fac- 
tors which have included, in addition to the wise and efficient leadership of the 
UNICEF staff and the eager cooperation of the assisted countries, the sym- 
pathetic support and understanding of the Congress and executive branch officials 
concerned with U.S. participation in international development. We are confi- 
dent that we can depend on your continued sympathy and support in this great 
work of building a better future for all the world’s children. 


STATEMENT OF Mrs. Frep L. BuLL, CHAIRMAN OF THE COMMITTEE ON LEGISLATION 
OF THE NATIONAL CONGRESS OF PARENTS AND TEACHERS, IN SUPPORT OF 


UNICEF 


Mr. Chairman and member of the committee, I am Elizabeth T. Farwell, a 
member of the Washington committee on legislation for the National Congress 
of Parents and Teachers. I am submitting this statement for Mrs. Fred. L. 
Bull, chairman of the committee on legislation, in support of the administration 
recommendation for the authorization of $12 million for the United Nations 
Children’s Fund in fiscal 1961. 1 am very grateful for this opportunity to speak 
today on behalf of our organization, a volunteer group with nearly 12 million 
memberships. 

Our organization has been active in support of UNICEF since this program of 
emergency relief for the hungry children of Europe began, in 1946. Fourteen 
years later, we are just as active in support of UNICEF—today an effective 
self-help program whose aim is the alleviation of hunger and disease for the 
children of the world. Country after country has joined in this effort to im- 
prove child and maternal health and welfare. In 1958 almost one-half of all 
contributors to UNICEF from governments other than the United States came 
from countries and territories receiving UNICEF aid. 

As an example of the kind of problem UNICEF has tackled and solved, I 
would like to read the committee a very brief selection from the December 
1959—January 1960 News of the World’s Children, the publication put out by 
the U.S. Committee for UNICEF, an article entitled “Trachoma, Curse of the 
Ages.” 

“Trachoma is an age-old, devastating eye disease which costs hundreds of 
millions of workdays a year. Through the ages it has attacked kings and 
paupers alike—the germ which was ‘preserved on Noah’s Ark’ has caused blind- 
ness or permanent impairment of vision since Neolithic days * * * 

“Yet, for no more than 50 cents per eye, this disease infecting one-sixth of 
the world’s population is being arrested. UNICEF and the world health organ- 
ization conduct mass campaigns utilizing modern wonder drugs which lessen 
the virulence of the disease and often cure its victims * * * 

“Antitrachoma projects in Morroco, Tunisia, Egypt, Spain, Yugoslovia, Algeria, 
Indonesia, Turkey, and Taiwan are carried on by mobile medical units dis- 
pensing the new drugs. India, Greece, Iran, Syria, and Vietnam have all re- 
ceived aid in this manner. These programs have pointed up what determined 
effort can do in freeing mankind from but one more of the curses which have 
plagued human existence.” 

The National Congress of Parents and Teachers urges the authorization of 
the full $12 million request as the very minimum amount needed to maintain 
the carefully planned and effective UNICEF program. 

53356—60 34 
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Mrs. Gray. I would be very happy to answer any questions. I 
would welcome them. : 

Senator Green. Thank you very much. I think we had better ad- 
journ now. We will meet again this afternoon. Would anyone else 
like to file a statement ? 

We will meet this afternoon at 3 o'clock. 

(Whereupon, at 12:40 p.m. the hearing was recessed, to reconvene 
at 3 p.m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Green (presiding), Aiken, Williams. 

Senator Green (presiding). I am sorry we kept you waiting, but 
our program has been delayed by distinguished guests. You are Mrs. 
Jordan ? 

Mrs. Jorpan. Yes, I am Mrs. Jordan. 

Senator Green. Very well, Mrs. Jordan, will you please proceed. 


STATEMENT OF MRS. EDWIN P. JORDAN, AMERICAN ASSOCIATION 
OF UNIVERSITY WOMEN 


Mrs. Jorpan. Thank you very much, Mr. Chairman. 

I am Mrs. Edwin P. Jordan, a resident of Charlottesville, Va. I 
have served since 1958 as International Relations Chairman for the 
Virginia State division of the American Association of University 
Women. I am here to represent the association in support of the Mu- 
tual Security Program. 


ORGANIZATION AND OBJECTIVES OF AAUW 


We appreciate that it is no longer necessary to identify the AAUW 
to the majority of this committee who annually have so courteously 
received representatives of the association. But for the purposes of 
the record we provide the following information: 

The AAUW is an organization of over 140,900 college women or- 
ganized into approximately 1,450 branches in the 50 States, Guam, 
and the District of Columbia. 

For nearly 80 years the AAUW has followed a study action pro- 
gram. In the late 19th century and early 20th century its program 
was devoted primarily to the improvement of education. The intro- 
duction of study programs in international relations resulted from 
concern about issues raised during World War I. 

The purpose of AAUW study programs in education, international 
relations, and social and economic issues has been, principally to aid 
college trained women to continue to stay abreast of developments in 
these areas after college. In this task sincere effort is made to report 
accurately to our membership on the goals, and the proposals for their 
achievement, of Federal agencies such as the Department of State and 
on programs such as those authorized in the Mutual Security Act of 
1954. 

We also try to report to your and other congressional committees 
which assume responsibility for these activities the trend of the think- 
ing and the extent of the understanding by our membership about 
them. 
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In years past we have spoken to this committee about our member- 
ship’s appreciation of the mutual security program as a constructive 
instrument of U.S. foreign policy which: (1) acts not merely to com- 
bat communism but to create a world situation in which ideals of free- 
dom and democracy can exist; (2) serves to promote the economic 
growth of the newly developing countries of the free world—which 
we wish to remain a part of the free world—a condition that in the 
long run will serve to preserve our own basic economy through stabili- 
zation of markets for our own production while securing to us needed 
sources Of raw materials: and (3) serves as an integral part of our 
present concept of creative international relationships, a concept 
stated forcefully 3 years ago by the President when he said, “We 
recognize and accept our own deep involvement in the destiny of men 
everywhere.” 

We see no reason to alter these beliefs for supporting the mutual 
security program but we would like today to amplify them as the 
authorization for appropriations for fiscal year 1961 is under 
consideration. 

TECHNICAL COOPERATION AND THE DLF 


1. Technical cooperation and the Development Loan Fund. As 
President. Eisenhower said so forcefully in his message to Congress on 
the mutual security program, “Hundreds of millions of people 
throughout the world fie learned that it is not ordained that they 
must live in perpetual poverty and illness, on the ragged edge of star- 
vation * * *.” For humanitarian reasons, as well as in this country’s 
own self-enlightened interest, there is, in the belief of the association, 
an even greater need than ever for those parts of the mutual security 
program which are concerned with economic development. 

We note that the authorization request for technical cooperation 
funds now before this committee is for a sum less than was requested 
last year, but some $26 million more than appropriated for fiscal] year 
1960. 

In the eyes of the association a nation whose gross national prod- 
uct is achieving the half-trillion mark can afford to expand the tech- 
nical cooperation program for the mutual security program far beyond 
the $207.5 requested for fiscal 1961, particularly in the face of the 
work which remains untouched in the underdeveloped countries in 
the three basic areas of technical assistance—agriculture, education, 
and health. 

We in the association regret that less than two-thirds has been 
appropriated of the $2 billion originally authorized over a 3-year 
period for the Development Loan Fund. We believe that a more 
substantial capital authorization for longer periods than the current 
l-year appropriation would promote that effectiveness of the DLF. 
Such long term authorizations would make feasible for borrowers 
the undertaking of long-range projects about which under the pres- 
ent pattern of annual authorization and appropriation, uncertainty 
exists over the availability of funds for completion. 

We have stated the importance of enhancing the effectiveness of 
economic assistance programing in terms of strengthening our inter- 
national relationships, building markets for our productivity, and 
securing for ourselves raw materials which we need. 
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In addition we also point to the concentration of effort which the 
Soviet Union is making to excel this country in the interlocking fields 
of aid and trade. For these re: usons, and in the light of the many 
meritorious projects now under consideration in the Development 
Loan Fund, we wish to suggest that the authorization and appropria- 
tion of a sum substantially greater than the $700 million requested 
by the administration for this ine reasingly effective instrument would 
be commendable. 

Because of its psychological effect in those countries which are bor- 
rowers from the Development Loan Fund, we have been deeply con- 
cerned over the reversal last October of the DLE procurement policy, 
so frequently labeled “buy American.” It is our earnest hope that 
a return to the earlier patterns of operation will be made. 


EMPHASIS ON INDIA 


2. New focus on Indian subcontinent: The association welcomes 
the continuing emphasis on economic development programs to assist 
India and Pakistan. We particularly commend the recommendation 
made by the executive branch for U.S. cooperation in the Indus Basin 
development project not only for the economic and human benefits 
it will bring, but also because it will provide a foundation for further 
easement of tensions and the fostering of peace in the Indian 
sabnetalitees: 

This cooperation between the South Asian and the other nations 
of the free world through the offices of the International Bank for 
Reconstruction and Development establishes a precedent which, when 
followed elsewhere could ease frightening tensions in other parts of 
the world. 

We sincerely trust that the Congress will see fit to enact the pro- 
visions in the legislation now under consideration which would pro- 
vide that any funds committed by the DLF for this project would be 
used in accordance with the requirements and procedures established 
by the Bank. 

In connection with this cooperative project, the AAUW wishes to 
voice its hope that further expansion of multilateral aid programs 
will follow within the coming year although not at the expense of 
our existing bilateral programs. 


INTER-AMERICAN BANK AND INTERNATIONAL DEVELOPMENT 
ASSOCIATION 


We again wish to express our pleasure over the creation of the Latin 
American Bank and our continuing interest in the implementation 
of the proposal for the International Development Association as an 
adjunct of the IBRD. 

Our only concern is that the relatively small capitalization of 
both the Inter-American Bank and the International Development 
Association may prove a handicap to their respective effectiveness 


SPECIAL PROGRAM FOR TROPICAL AFRICA 


3. Africa: The Association is very interested in the possibilities of 
the new special program for tropical Africa. For more than 5 
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years the association’s membership has carried on an increasingly 
active study of the problems of this emerging continent. Last year, 
in testifying on mutual security before the Senate Foreign Rela- 
tions Committee, AAUW’s witness, Dr. Gwendolin Carter of Smith 
College, an outstanding authority on Africa, me in part in com- 
menting on her personal experiences in West Africe 

Everywhere, the leaders of the independent and near-independent countries 
spoke to me of their need and desire for American economic help in carrying 
out these programs and of their readiness to cooperate with the United States 
both by contributing labor and materials for particular projects, and by giving 
opportunities to private American capital to help develop their resources. 
This area feels itself to be within the West. The responsible leaders would 
vastly prefer to get the help they need for that from the West * * *., 

At the same time, their need is urgent. The pressures of nationalism which 
have powered the rapid advance to self-government in West Africa are de- 
manding and will demand concrete results in material advance from their pres- 
ent leaders. Thus if the latter are to hold their positions, they must demon- 
strate economic achievements. Moreover they more than any one else know 
how deep is the need of their people. They must have help and if necessary 
they will take it from the Communist bloc if, but only if, they cannot get it 
from us. 

What these countries need is not only immediate but long range help. The 
projects that are most urgent are the basic ones: Harbors, roads, agricultural 
experimentation, industrial plants. These projects need planning, expert advice, 
materials from outside, long-term commitments. 

We feel, therefore, that the new special program of multicountry 
education and training, for which the administration is requesting 
$20 million, is a valuable addition to the 20-percent increase in funds 
also asked for U.S. technical cooperation activities in Africa. 

With only a limited sum requested for the special tropical African 
program, the association agrees with Mr. Riddleberger that it is 
futile to spread these resources too thin. 

The association has for too long worked for quality in education in 
the United States not to realize that educational development, lan- 
guage training, and teacher training cannot be achieved by minimal 
or superficial efforts or methods. 

We look forward to seeing the results of this first year’s efforts, 
anticipating that a favorable 1 response will call for increased attention 
both to education and to other technical assistance. 


AAUW STUDY PROJECT ON ECONOMIC DEVELOPMENT IN UNDERDEVELOPED 
AREAS 


Because we know that public approval of the mutual security pro- 
gram depends to such a large degree upon knowledge of its purposes, 
we believe this committee will be interested in a pilot project under- 
taken in one of the association’s 48 State divisions. As the Interna- 
tional Relations Chairman of the Virginia State divison, I would like 
to speak personally about this study action program. 

Last spring, building on the ongoing interest of the association in 
economic development ‘for the underdeveloped countries, the Virginia 
division in its State convention in Fredericksburg voted to concentrate 
its energies on an inquiry into the aspirations of the peoples of Asia, 
Africa, and Latin America, and on U.S. efforts to narrow the gap of 
living standards between the industrially advanced and the develop- 
ing countries in an increasingly interdependent world. 
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The title of this study action program is “World Economic Revolu- 
tion: U.S. Policies,” and for the last year the 33 AAUW branches in 
Virginia with their 2,567 members have devoted themselves to this 
educational program. 

The project was planned as an integrated study which would en- 
able all of the association’s subject matter fields, including social and 
economic issues and education as well as international relations, to 
focus on the many problems relating to economic development of un- 
derdeveloped areas. We hoped by this approach to gain more under- 
standing of the objec tives of economic development under the mutual 

security. program and to try to analyze the methods and instruments 
employed to accomplish these objectives. 

Five successful area workshops, embracing all of the 33 branches, 
launched the study last fall. Bibliographies were prepared, and phil- 
osophy, programing, and implementation debated. Special study ma- 
terials were written to assist all of the groups to look at various aspects 
of economic development. 

The accomplishment was made possible by the cooperation of the 
oflicers for the State of Virginia, the area program chairmen, and 
branch leaders. This committee will be very much interested in know- 
ing that the Departments of Economics and Foreign Affairs of the 
University of Virginia were happy to assist this program and con- 
tributed importantly to its success. 

The year’s study will terminate with a legislative international rela- 
tions program at the State conve ntion in Roanoke in April on mutual 
security, Virginia congressional opinion. During the discussion we 
expect to consider statements of senators and congressmen of Virginia 
concerning the reasons for their votes on the Mutual Security Act. 

We believe this project has aided and will continue to aid our mem- 
bers to reappraise the issues and procedures involved in the mutual 
security program and will stimulate them to give more active support 
to its principles. We hope next year to follow up this activity with 
special attention to problems of the new nations. 

May I, on behalf of the American Association of University Wom- 
en, thank you for the privilege of appearing before you today. 

Senator Green. Thank you very much. There are one or two ques- 
tions I want toask, On this last page you say, “During the discussion 
we expect to consider statements from Senators and C ongressmen of 
Virginia concerning the reasons for their votes on the Mutual S 
curity Act.” 

Have you got those statements? 

Mrs. Jorpan. I don’t have them here. 

Senator Green. But are they in existence ? 

Mrs. Jorpan. Indeed they are. They have replied, yes. 

Senator Green. We would be interested in them. 

Mrs. Jorpan. Yes. May I say this, that I am very happy to be 
here, not only personally but because of the membership in our Vir- 
ginia organization. This meeting will have real meaning for them. 

Senator Green. On the preceding page I have one or two questions. 

It says “The title of this study- action program is ‘World Economic 
Development’ ” in my draft. I thought you said revolution. 

Mrs. Jorpan. I did, ves. I put the ‘revolution in. It was a change. 

Senator Green. Did you make other changes? 
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Mrs. Jorpan. Well, one. I did say instead of saying chairman for 
the State, I said chairman of the Virginia State division. 

Senator Green. Have you the authority to make these changes? 

Mrs. Jorpan. I think so. Itis my report. 

Senator Green. Then up above: “As the international relations 
chairman for the State,” you mean the State of Virginia? 

Mrs. Jorpan. The State of Virginia. The State division. That is 
my office. I will be glad to answer any questions you have on our 
State project. 

Senator Green. How was this report written? Were you in- 
structed to draft a report 4 

Mrs. Jorpan. Yes, | was. I was instructed to draft a report. 

Senator Green. Then it was submitted to what body ? 

Mrs. Jorpan. To our national office and it was cleared by them. 

Senator Green. Thank you very much. 

The next organization to be heard from is the American Farm 
Bureau. ‘This statement is longer than allowed. We have so many 
witnesses we have had to impose a time limit. 


STATEMENT OF HERBERT E. HARRIS, II, ASSISTANT LEGISLATIVE 
DIRECTOR, AMERICAN FARM BUREAU, WASHINGTON, D.C. 


Mr. Harris. Mr. Chairman, with your permission I would like to 


just file it and not read it at all and just make one or two comments 
on it. 


Senator Green. You might point out extracts for our attention, and 
file the whole document. 


(The document referred to follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION BEFORE THE SENATE 
FOREIGN RELATIONS COMMITTEE WITH REGARD TO THE MUTUAL SECURITY 
PROGRAM, PRESENTED BY JOHN C, LYNN, LEGISLATIVE DIRECTOR, AND HERBERT 
KE. Harris II, ASSISTANT LEGISLATIVE DIRECTOR 


The American Farm Bureau Federation appreciates this opportunity to pre 
sent its views with regard to several aspects of the mutual security program. 
Farm Bureau is a free, independent, nongovernmental, voluntary organization 
of 1,602,117 farm and ranch families in 50 States and Puerto Rico. 

Farm Bureau policies continue to recognize the need for international co- 
operation and the necessity for the United States to maintain its leadership 
in the pursuit of lasting peace. We believe that the United States should con- 
tinue to stand ready to support needed constructive assistance to nations of the 
free world. 

We feel that one of the paramount factors that will give strength to the free 
world is a high-level, mutually advantageous trade. We have given strong 
support to the reciprocal trade agreements program and continue our firm be- 
lief that two-way mutually advantageous trade is preferable to unilateral trans- 
fers by the United States through grants or excessively long term “easy” credit. 

The wave of protectionism that is threatening to sweep our country could 
nullify much of the good that the mutual security program is attempting to 
accomplish. A sound international trade program should be the keystone in 
America’s foreign policy. Today our trade program is seriously threatened by 
our present balance of payment position. It is imperative that constructive 
steps be taken immediately to correct this situation. 

For over a decade, the United States has contributed vast amounts of mili- 
tary equipment, capital investment, and technical assistance to nations through- 
out the free world. The rehabilitation of Western Europe and the common 
defense against communism required the expenditure of large amounts of 
human and economie resources. The economic resurgence of many nations that 
formerly were recipients of our aid makes mandatory a comprehensive revision 
of our mutual security program. 
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Last December the voting delegates of our member State organizations 
adopted the following Farm Bureau policies for 1960: 

“We should continue to stand ready to support constructive assistance to less 
developed nations that show a willingness and a desire to use such assistance 
properly. 

“The mutual security program should be separated into three distinct cate- 
gories: 

“(1) When it is determined to be in the best interest of U.S. security, military 
aid should be provided to assist nations that are incapable of equipping a mili- 
tary establishment adequate to withstand the threatened aggression of com- 
munistiec nations. U.S. military experts should constantly review the need for 
such aid and evaluate its effectiveness. 

(2) Technical assistance should be designed to aid less developed nations 
expand their production through improved technology and practices. This 
assistance should be offered only to those nations that demonstrate a desire 
for such assistance by developing local programs to make maximum use of 
technical aid. 

“(3) Economie aid in the form of capital investment should be substantially 
reduced. It should be limited to loans rather than grants.” 


PRINCIPLES OF PROGRAM 


While Farm Bureau recognizes America’s responsibility in the free world, 
we reject the proposition that the United States can “buy friends” or that the 
United States can or should assume total responsibility for the defense and 
development of the whole free world. Mutual security should be based on the 
principle of helping other countries help themselves. We cannot “develop” a 
country. There are basic decisions which can only be made by a country itself 
and the effectiveness of our assistance is necessarily dependent on an individual 
country’s own dedication to the objectives of defense and development. 

It has become apparent that it is time for other industrialized nations of 
the free world to assume a greater share of the burden of economic develop- 
ment and military aid. They have earned the right to participate more fully in 
the fight against communism and the struggle for development. We should not 
deny them this opportunity. 

Farm Bureau's specific recommendations on the mutual security program are 
based on the recognition of the foregoing principles—that countries have a re- 
sponsibility to help themselves, and that other industrialized countries have a 
responsibility to participate in a mutual security program for the free world. 


U.S. FISCAL POLICY 


It is necessary that the United States adopt and maintain domestic policies 
which will keep our country economically strong and financially sound. This 
is important not only to our own country’s future, but also to our position as the 
leader of the free world. We have a duty—and it is a serious obligation—to set 
an example to less developed countries that we have the ability to manage our 
own fiscal affairs. The fight against inflation requires the reduction of Federal 
Government expenditures. 

We believe the administration’s request for mutual security can be reduced. 


BALANCE OF PAYMENTS 


As indicated above, the present balance of payment situation has serious 
implications to our foreign trade policy. The following table shows the balance 


of payment position. 
Balance of payments 


{Billion dollars} 








1956 1957 1958 
Dollars paid by other countries to United States for: 
Goods and services United States sold to other countries 
(ineluding income from investments) -.........------...- 23. 5 26. 4 23.1 
I a ee 1.2 1.3 4 
EE SR SUID co cdvuccctbacwedocdanantkeawess 24.7 27.7 23.5 
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In 1958 we earned $4.2 billion dollars less than in 1957; $1.2 billion less than 
in 1956. 


Dollars paid to other countries for: 


| 
Goods and services sold to the United States_......_.-..-.--.----.---- 17.5 18.3 | 18.0 
PPEGRED I VORGINO bn one cnccemnctoudsate<s bbethbhanseiachaesinenelaen 3.0 | 3.2 2.9 
EET OR CIRIBOTON CO VURION ao. 6 pce cndnnencgadesshensesenapenanes 2.9 3. 1 | 3.4 
ION 6. Hi dan Seticadd.. co duvicheddciuetduei side cddacinae anaes 2.3 2.6 2.6 
STE COURIERS DOCTRINES ciwescniinddtindnangnnaencumnnm a nmeMmmsien 25.7 27.2 26.9 








In 1958 we spent $300 million less than in 1957; $1.2 billion more than 1956. 

The result, a gold or dollar “outflow” of $3.4 billion in 1958 compared to 
an “inflow” of $500 million in 1957 and an “outflow” of $1 billion in 1956. 

Although complete figures are not available for 1959, present information 
indicates a gold or dollar outflow for the first three quarters of $3.1 billion. 
The total outflow for the year appears to have been approximately $4 billion. 

It is obvious that immediate steps must be taken to correct this deficit. Farm 
Bureau firmly believes that the sound, long-range solution lies in expanded 
“dollar exports’—not in trade restrictions. This means that United States 
industry and agriculture must keep costs under control and prices competitive. 
It also means that the United States must insist that other countries promptly 
remove discriminations against imports of United States products. These 
discriminatory restrictions were originally instituted by other countries when 
they had balance of payment difficulties. For the most part this is no longer 
a valid justification and, under the trade agreements program and the general 
agreements on tariff and trade, these countries have the obligation to remove 
the restrictions. 

It is true that some progress has been made in this regard. However, there 
still remains numerous discriminatory restrictions against American exports. 
American agriculture especially has been placed at a serious disadvantage 
because of this situation. Unless more progress is made toward the goal of 
expanded United States exports, trade restrictionists may very possibly win 
their fight to wreck America’s trade agreements program. Indeed, their suc- 
cess is almost assured unless we take prompt action to bring our international 
payments into better balance. 

Expanded exports constitute a long range program which cannot be achieved 
if at the same time the United States is applying greater import restrictions. 
This means that immediate action must be taken to reduce our ‘dollar outflow.” 

Farm Bureau believes that this necessitates a reduction in our foreign aid. 
The mutual security program cannot be considered in a vacuum. It must be 
related to the United States balance of payments position. 

We, therefore, recommend for fiscal 1961 a $3,007,000,000 appropriation for 
the mutual security program. This is less than was appropriated by Congress 
for the current year. It represents a total reduction from the Administration’s 
request of $1,168,000,000. 

In recommending a reduction in the total mutual security program, Farm 
Bureau recognizes its responsibility to specify the particular areas in the 
Administration’s budget where reductions are possible and desirable. (See 
attachment, Recommended Appropriations for Mutual Security Program.) 


MILITARY ASSISTANCE 
Administration request—$2,000,000,000 
Farm Bureau recommendation—$1,500,000,000 

For the last several years we have recommended, and Congress has appro- 
priated, substantially less than has been requested by the Administration for 
military assistance. In previous years Farm Bureau has stated that the carry- 
over on this program was excessive. As this committee recalls, fiscal year 
1954 began with a carry-over of $8.5 billion. A substantial reduction in this 
carry-over illustrates the soundness of Farm Bureau’s position. We recognize 
the progress which has been made in reducing this carry-over to reasonable 
proportions. Our recommendation for fiscal year 1961 of $1,500,000,000 repre- 


sents a $200 million increase over the appropriation for military assistance 
made by the Congress for the current year. 
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We firmly believe that the United States and the free world must remain 
militarily strong if we are to deter Communist aggression. However, other 
industrialized countries now are able and should assume a greater share of the 
responsibility for this military security. Substantial military expenditures are 
necessary in the present situation. Communist Russia is as much a threat to 
the free world today as it has ever been. United States military expenditures 
constitute a large share of our budget. While this is necessary, we must recog- 
nize it to be a serious drain on our economy. Other industrialized countries 
must share this burden and should not expect the United States to provide vast 
amounts of military equipment on a grant basis. With the proper cooperation 
from other countries we believe that the Administration’s request can be reduced 
to $1% billion without impairing the effectiveness of the program. 

We further recommend constant vigilance in the program to assure that mili- 
tary equipment be provided only where it will strengthen the military posture 
of the free world’s defense against Communist aggression. Serious mistakes in 
this program could result in military aid weakening rather than strengthening 
free world unity. It seems apparent that military aid must be carefully 
evaluated before it is provided to countries not directly threatened by Communist 
military aggression. 

ECONOMIC AID 
Defense support: 
Administration request—$7 24,000,000 


Farm bureau recommendation—$500,000,000 

This category of the mutual security program continues to be the major item 
of economic aid. Authorization for defense support has remained at a consist- 
ently high level for a number of years. We suported the reduction in the appro- 
priation for this category last year and believe it should be further reduced this 
year. It is important that countries on the perimeter of Communist nations 
remain militarily and economically strong. We believe that the United States 
ean, and should, assist them to the extent possible. We do not believe that a 
program of grants for economic aid carried on at this level for such a long period 
of time is the way to build strength in the economies of these countries. It is 
possible that we are helping to “build in” dependence on the United States. 

We doubt that such vast sums of United States capital can be injected into the 
economies of the principal recipients of this aid with beneficial results. For 
example, total United States government grants and credits to Korea, Taiwan, 
and Viet Nam (who receive over 50 percent of the monies authorized in this 
category) have been approximately $5 billion since 1945. This is excluding all 
direct military assistance programs. We must dislodge the notion that the 
United States is prepared to support permanently to such a degree the economies 
of such countries. Otherwise the defense of the free world will be seriously 
weakened. There is evidence, for example, of instances where countries are 
maintaining a larger military establishment than that recommended by our own 
Defense Department. Under such situations, we feel that defense support funds 
should be withheld from them on a proportionate basis. Otherwise we are 
placing the United States in the position of supporting the maintenance of 
military establishments in excess of the needs that are determined by our own 
military experts. 

There are other means through which countries can obtain capital for economic 
development, not the least of which is private investment. In addition, Public 
Law 480, the Agricultural Trade Development and Assistance Act, has provided 
substantial quantities of foreign currencies that have been made available for 
use in these countries. The principal recipients of defense support funds have 
made use of the Public Law 480 program in the past and we feel certain that 
they will continue to make use of it. Congress has authorized sales for foreign 
currencies at the rate of $1,500,000,000 per year for 1959 and 1960. 


DEVELOPMENT LOAN FUND 


Administration request—$700,000,000 


Farm Bureau recommendation—$ 476,000,000 

Farm Bureau’s policies for 1960 state: “The Development Loan Plan Fund 
should be used only after it has been demonstrated clearly that (a) total finane- 
ing is not available through private investment, the World Bank, the Interna- 
tional Finance Corporation, the U.S. Export-Import Bank, or any combination 
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of these sources and (b) the recipient nation is prepared to follow national 
economic policies which provide a climate that attracts private investment.” 

In recent months, humerous additional sources of credit have been established 
for underdeveloped countries. Farm Bureau supported the increase in the 
United States quota to the International Monetary k'und of $1,344,000,000. This 
brought the United States share to $4,125,000,000, We supported the increase in 
the United States subscription to the World Bank from $3,175,000,000 to 
$6,350,000,000. In 1955 we supported the establishment of the International 
Finance Corporation with an available capital of $100,000,000. 

We believe these institutions provide important sources of credit to the coun- 
tries of the free world. Farm Bureau has given vigorous support to the Export- 
Import Bank. The bank is now authorized to have loans and guarantees out- 
standing at any one time of $7,000,000,000. 

During the last session, Congress authorized United States participation in 
the Inter-American Development Bank which was established to provide credit 
facilities of $1,000,000,000 to Latin American countries. We understand that 
this is to be increased by $500 million in 1962, The United States is authorized 
to contribute $450,000,000 toward this institution. The total United States 
contributions to these institutions amount to $17,960,000,000. 

There is a limit to the amount of capital funds the United States can provide 
to other countries. Many believe that limit has already been reached. However, 
the Administration is now proposing the International Development Association 
which is designed to provide initially $1,000,000,000 for “easy-term” economic 
development loans. The United States will be expected to provide $320,290,000 
toward this institution when fully established—approximately $73,666,700 the 
first year. 

We understand that the purpose of this institution is to provide a mechanism 
through which other industrialized countries can share the burden of providing 
funds for economic development to underdeveloped countries. If this is the 
purpose, then it stands to reason that the Development Loan Fund should be 
reduced at least to the extent that the United States contributes to the Interna- 
tional Development Association. The appropriation for the Development Loan 
Fund in fiscal year 1960 amounted to $550,000,000; our contribution to the Inter- 
national Development Association the first year, fiscal year 1961, is scheduled to 
be about $74,000,000. Therefore Farm Bureau recommends an authorization for 
the Development Loan Fund of $476,000,000. This is $74,000,000 less than the 
amount Congress appropriated last year. 

We recommend that the Development Loan Fund make credit available only 
when such credit can be used as a means of making additional financing avail- 
able through private investment or through established “bankable loan” insti- 
tutions. “Easy term” loans are an expedient and must be administered with 
caution and prudence, otherwise, a disservice may be done to the recipient. 

To illustrate, we recommend first priority be given to loans for projects where 
it is clearly established that such loans will make possible additional financing 
through the banking institutions, both public and private. For example, country 
“A” needs a fertilizer plant. This country might have a deposit of phosphate 
rock where the plant should be located, but in order to make the fertilizer opera- 
tion feasible there would need to be built 20 miles of railroad line into such a 
site. We will assume that neither the International Bank, nor private investors 
would want to build the railroad; however, the above institutions might have 
indicated that they would finance the development of the phosphate deposit and 
build the necessary fertilizer plant, if the country in question would provide the 
rail facilitites. In this instance, the Development Loan Fund should give first 
priority to a loan for the construction of the rail facilities. 

By “first priority” it is intended to mean—and we believe the committee report 
should so indicate—that even though there are pending other loans where the 
D.L.F. would be required to put up all of the financing, such a loan as described 
above would take priority over all other applications. This is using the De- 
velopment Loan Fund for true economic development by assisting in the gen- 
eration of bankable, repayable loans. This would be a demonstration of how 
government financing, through the D.L.F., could bring together governments 
and private investors in a most appropriate way. 

We have grave concern that due caution is not being exercised to avoid the 
making of loans for projects which could have been financed through other 
established lending agencies. We urge the committee to make a thorough 
examination of this point. 
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The Development Loan Fund should not be used as a means to encourage 
socialism by financing the nationalization of industries in under-developed 
countries. The Farm Bureau feels that private competitive enterprise has been 
the basis for the tremendous strides that the United States has taken in the 
economic field. We feel that the under-developed countries of the world should 
be encouraged to take advantage of the benefits of this system. The United 
States must not be a party to leading so-called under-developed countries down 
the dead-end street of socialism. We therefore recommend that this com- 
mittee’s report make clear that the funds provided in fiscal year 1961 for the 
Development Loan Fund should be directed toward those countries which have 
created the economic climate to attract private enterprise. 

We believe that more consideration should be given to the funds accumulating 
as a result of the Public Law 480 program (the Agricultural Trade Development 
and Assistance Act) and the proper utilization of such funds. According to 
our best information there is over $2,574,000,000 in foreign currencies accum- 
ulated under this program that have been designated for economic aid. There 
is additional authorization for foreign currency sales of approximately 
$2,250,000,000. In determining the level of economic aid, it should be borne 
in mind that these funds are available for loans and grants and, where possible, 
the mutual security dollar appropriations should be decreased accordingly. 

For example, in the case of India, these funds amount to $778 million. Of the 
United States agriculture products supplied India last year, 99.8 percent were 
supplied under special government programs; only oth of 1 percent through 
normal commercial procurements. 


SPECIAL ASSISTANCE AND CONTINGENCY FUND 
Administration request—$443,000,000 


Farm Bureau recommendation—$258,000,000 


We recognize that the President should have available funds that can be used 
abroad in case of emergencies, such as natural disasters. There is presently 
authority in the legislation for the transfer of funds from one category to 
another. Public Law 480 provides substantial authorization which can be used 
by the President for this type of emergencies. 

We recommend that the contingency fund be eliminated. 

We believe that the special assistance category should be very carefully 
scrutinized. Extreme caution must be used in administering the program, 
otherwise we may be accused of attempting to buy the friendship of sovereign 
countries. We believe that in the long run such attempts will lessen our ability 
to give effective leadership to the free world. Other categories of the program 
should be able to provide the assistance to countries where we have military 
bases. We sincerely believe that it is time to reduce the special assistance 
category. 





TECHNICAL COOPERATION 


U.S. technical cooperation program: 
Administration request—$172,500,000 


Farm Bureau recommend ation—$155,000,000 


As we understand the technical cooperation program, it is the extension of 
American know-how and show-how. Farm Bureau believes that one of the most 
effective means by which we can assist other countries in achieving their desires 
of economic development is through such a program if properly administered. 

While such a technical cooperation program should be limited largely to 
technical demonstration of know-how and show-how, there is another aspect to 
which we would like to give emphasis. We firmly believe that one of the 
fundamental reasons for the tremendous economic growth in the United States 
has been our economic system of private, competitive enterprise. A climate 
has been provided by our governmental policies that encourage opportunity and 
individual initiative, which we think is essential to real economic development 
in any country. 

The proper selection and training of our personnel who are to go abroad on 
technical cooperation programs is of the utmost importance. They are more 
than technicians. They should be ambassadors for “the American way.” The 
understanding and friendship which they can create will be of lasting importance 
to the United States and to the free world alliance. We cannot force advanced 
technical methods upon other peoples—we can give them the opportunity to learn 
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about them. We should not attempt to force any political and economie system 
on other peoples; however, we can and should give them the opportunity to 
understand the “keys” to the success of the American “free choice” system, 
founded as it is upon private property, competition, and individual reward. 

We have recently had an opportunity to observe this program in Latin 
America. We believe this program is capable of making a very real contribution 
to the development of these countries. However, there is a serious question as 
to whether or not we are properly concentrating our efforts. In some instances 
it appears we have taken the attitude that every country must have a technical 
cooperation program. Countries should not have this program unless they want 
it and are willing to provide the economic climate and the local cooperation 
necessary for the success of the program. We believe that there are instances 
where the United States keeps U.S. technical cooperation programs operating 
because someone thinks it would be embarrassing to abandon the program and 
call out our technicians. Where conditions are such that technical cooperation 
programs cannot be successful, they should be terminated. 

We believe that an authorization of $155 million will provide the funds neces- 
sary for essential services as outlined above. 


MULTILATERAL TECHNICAL COOPERATION 
Administration request—$35,000,000 


Farm Bureau recommendation—S 16,500,000 

Farm Bureau has previously expressed serious doubts as to the advisability 
of U.S. participation in the so-called United Nations Special Fund. We believe 
that the language of the resolution adopted by the United Nations and au- 
thorizing this program could be interpreted as inaugurating SUNFED and 
establishing a mechanism in the United Nations through which the United States 
would be expected to channel vast amounts of economic aid. We are opposed 
to such a policy. We will do the underdeveloped countries of the free world a 
disservice if we allow U.S. aid funds to be subjected to any degree to the in- 
fluence of Soviet Russia. 

As Congress moves to consider the advisability of U.S. participation in the 
International Development Association as a part of the World Bank, we believe 
it would be wise to reconsider the advisability of U.S. participation in the 
Special Fund, if only from the standpoint of the confusion that will arise from 
the establishment of so many international financial institutions in this field. 

We believe that the U.S. contribution to the United Nations Expanded 
Technical Assistance Program should be limited to 3314 percent of the total. 
Farm Bureau’s policies state: “The United States should support the United 
Nations and its specialized agencies where their policies and programs are 
eonsistent with their original purposes and the foreign policy objectives of the 
United States. Any financial support should be based on the demonstrated 
willingness of other nations to contribute a substantial and equitable share. 
We shall continue to insist that funds made available by the United States for 
the specialized agencies of the United Nations be appropriated directly to the 
agencies. The administration of such funds should be the primary responsibility 
of these agencies.” 

SUMMARY 


The recommendations that we have made are designed to (1) make the mutual 
security program more effective in the defense against Communist aggression, 
(2) reflect the critical need for reducing Federal expenditures, and (3) con- 
tribute toward reducing our serious international balance-of-payment problem. 
We believe the recommendations made herein will not impair the essential 
operation of the mutual security program, but, indeed, will strengthen its opera- 
tion. We urge the Congress to adopt these recommendations. 
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Recommended appropriations for mutual security program, fiscal year 1961 


{In millions} 

















Adminis- Farm | Adminis- Farm 

tration Bureau Appropri- tration Bureau 
reqnest, recommen-| ated fiscal | request, recommen- 

| fiseal year | dation, year 1969 | fiscal vear | dation, 

1960 fiscal vear 1961 | fiscal year 

1960 | 1961 

Military assistance... .-.-..---------------| $1, 600. 0 $1, 500.0 $1, 300.0 | $2, 000.0 | $1, 500.0 
Technical cooperation._..........-.----.- | 211.0 196. 0 181.2 | 207. 5 | 171.5 
— - | — = ee 
17.8. teehnical cooperation. . ; gue 179. 5 179. 5 150.0 | 172.5 155.0 
Multilateral technical cooperation. __- 31.5 16.5 | 31.2 35.0 | 16.5 
| =i = } = =s 
Beonomiec eid. . ...........<« bid iis o%e | 2, 118.0 1, 404.0 1, 734. 6 | 1, 968.0 | 1, 327.0 
mage ai | : iene 
Defense support... 835. 0 520.0 | 695.0 | 724.0 500.0 
Development Loan Fund_ oe 700.0 | 500. 0 | 559. 0 700. 0 476.0 
Contingency fund bvveudes a 200.0 |) 979 9 |f 155. 6 75.0 |) 258.0 
Special assistance...._______- si 271.0 if ro 245.0 | 268.0 |J —s 
Other programs 112.0 | 112.0 | 99. 6 | 101.0 101.0 
ne oa o 3,930.0} 3,100.0} 3,215.8 4,175.0 3, 007.0 
Total reduction. __- ; on Gabbe Ker toe i svi bie 8 1, 168.0 


Mr. Harris. My name is Herbert Harris, assistant legislative di- 
rector of the Farm Bureau. Mr. Lynn was not able to be here this 
afternoon due to the change in plans here and so I will present this 
statement. 

Senator Green. Very well, but it expresses both your views ! 

Mr. Harris. Yes, sir. This was prepared by both of us and as a 
matter of fact was on the recommendations of the board of directors 
and our voting delegates. We feel that it is very important this year 
to take a good hard look at the mutual security program. 


AID PROGRAM SHOULD BE REDUCED 


We feel that there should be reductions made, Mr. Chairman, be- 

‘ause it 1s necessary we feel to reduce our Feder ‘al expenditures. It is 
pie ially necessary this year we feel to do something about our inter- 
national balance of payments. The reason we say that is this: The 
Farm Bureau has always stood firmly for international cooperation 
and especially a strong foreign trade program. We have seen indica- 
tions lately of some extremely strong moves toward trade restric- 
tionism, in the United States. One of the w ays you could apparently 
correct a balance of payments situation would be by restricting im- 
ports. We feel that this would be a very poor way. We feel that it 
would be destructive of our foreign policy. 

Another way of course is expanding your exports. Now we are for 
this of course. We think this is important. But we are sure that 
we will not be able to maintain the policies necessary to expand our 
exports unless we do something immediately toward correcting this 
balance of payment deficit. We feel that this necessitates a reduction 
in our mutual security expenditures. We have made item by item 
recommendations in the mutual security program. 
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RECOMMENDED CUTS IN MUTUAL SECURITY PROGRAM 


We recommend a total appropriation of $3,007 million dollars, and 
if you will notice on the last page of our statement we have itemized 
various cuts that we would recommend in the various categories. 

I would like to make special mention of the Development Loan 
Fund. We feel that this proposal] for the International Development 
Association should be approved only if we reduce the Development 
Loan Fund to the degree that we are to contribute to the IDA. This 
is why this figure $476 million appears under Farm Bureau’s recom- 
mendation for the Development Loan Fund. 

The International Development Association is supposed to be a 
mechanism by which we transfer some of the responsibility for free 
world defense and development to the other industrialized nations 
of the world. We hope that it will be used as a means of trans- 
ferring responsibility and not as a means of enlarging the responsi- 
bility. 

Mr. Chairman, in the past years we have authorized over $17 bil- 
lion which is now available for free world development and assistance. 

Senator GREEN. Who is “we” ? 

Mr. Harris. The United States. In the past year alone the United 
States has authorized some $10 billion for credits to nations of the 
free world. 

Senator Green. Do you know how much of that has been used ? 

Mr. Harris. I believe that these credits are in the nature of a 
revolving fund, and it would require an involved computation to 
indicate the total amount of credits that have been made available. 

Senator Green. You haven’t got those figures ? 

Mr. Harris. No, sir, but we feel that a recommendation of $3 bil- 
lion for mutual] security for this year is adequate. We feel, if I may 
conclude, that we should make the mutual security program more 
effective, reflect the critical need for reducing Federal expenditures, 
and contribute toward reducing our serious international balance 
of payment problem. We believe that the recommendations that we 
have made in our statement will make the program more effective 
and will provide these necessary savings. That concludes my com- 
ments, Mr. Chairman. 

Senator Green. Thank you very much. You have made an ex- 
tremely clear statement. 

Mr. Harris. Thank you, sir. 

Senator Green. Dr. Earle H. Ballou is next. I see your position 
is with the Department of International Affairs of the National 
Council of Churches of Christ. 


STATEMENT OF DR. EARLE H. BALLOU, DEPARTMENT OF INTER- 
NATIONAL AFFAIRS, NATIONAL COUNCIL OF THE CHURCHES OF 
CHRIST 


Mr. Batiovu. I am connected with the department of national affairs 
of the National Council of Churches. In view of the fact that there 
may be some time limitation, if I see the time slipping by, I may omit 
two or three paragraphs of this statement which you have. 

Senator Green. That is perfectly acceptable in the interest of sav- 
ing time. 
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Mr. Batitov. My name is Earle H. Ballou. By your courtesy I 
am pleased to testify here on behalf of the National Council of ‘the 
Churches of Christ as authorized by its appropriate officers on the 
basis of official policies adopted by the genera] board and the general 
assembly. I am a special consultant to the department of interna- 
tional affairs. My background includes 32 years of service as a mis- 
sionary in Asia and 9 years as executive secretary of the Congrega- 
tional Christian Service Committee. 

Senator Green. Do you mind being interrupted. 

Mr. Batxov. Not a bit. 

Senator Green. In what parts of Asia were you ? 

Mr. Batxov. I was in China. 

Senator Green. All the time? 

Mr. Batiov. Except for 21 months when I was a guest of the Im- 
perial Japanese Army in Manila on the way home. I got to Manila 
the night before Pearl Harbor and stayed there longer than I in- 
tended. 

Senator Green. That was in connection with your work ? 

Mr. Batiov. Well, not very heavy work, except keeping well be- 
hi aved so that the Japanese did not put me in the cooler. 

Senator Green. That is a good reason for behaving properly. 

Mr. Batiovu. Yes, it was. I expected to be there about a week be- 
tween ships, but I arrived the night before Pearl Harbor and I stayed 
21 months in there and was fortunate enough to be brought home on 
the second Gripsholm. 

The national council is composed of 33 Protestant and Eastern 
Orthodox denominations with over 38 million members. I do not 
presume to speak for every individual member but present the official 
positions of the National Council of Churches of matters related to 
the mutual security program. 

Senator Green. How is that official position shown ? 

Mr. Batiov. By various statements and pronouncements made from 
time totime. I have most of them in a bound volume. 

Senator Green. It wouldn’t just be by mutual understanding ? 

Mr. Batxovu. The process is quite complicated and thoroughgoing. 
Each subcommittee makes reports. It is passed up. 

Senator Green. Then it is so businesslike that there can’t be any 
question that your statement represents the point of view of the 
National Council of Churches. 

Mr. Batxov. No question about its authenticity. Of course as I 
say it does not presume to speak for all. It speaks to the people in 
the churches rather than for all of them. These positions are arrive 
at by careful study and deliberation by representatives of the con- 
stituent denominations. 


POSITION OF THE NATIONAL COUNCIL OF CHURCHES ON MUTUAL AID 


Our general position on mutual aid is this: On the basis of Chris- 
tian concern, and in keeping with actions of many of our constituent 
bodies, we hold that the United States should continue to develop, 
improve, and expand such programs of technical assistance, economic 
aid, and international trade as will make for stability, justice, free- 
dom, and peace for the peoples of the underdeveloped areas of the 
world and for all nations, including our own. 
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CHURCHES’ EXPERIENCE AND COMPETENCE THROUGH MISSIONS AND 
SERVICE 


Our churches have had a deep and increasing interest on oversea 
aid around the world for 150 years, Ministry to the basic needs of 
men has always been an essential feature of missionary effort. I my- 
self served for 32 years as a missionary in north China, 

It was my growing conviction through those years that the pro- 
grams of education, literacy, literature, medicine, public health, agri- 
culture, industry, mass communications, and training of leadership in 
many fields carried on as essential elements of the Christian gospel 
won much of the friendship of the Chinese people towards our coun- 
try which was so prevalent before the Communist revolution, The 
Communists in fact wisely saw that the extinction or absorption of 
such programs by their own totalitarian government was one of the 
first and essential steps they had to take if friendship towards the 
United States was to be replaced by hatred. 

Through the National Council’s Central Department of Church 
World Service our churches carry on programs of aid to people in 
need around the world, distribute surplus food, give relief in disasters, 
and pioneer in village and community projects. 


U.S. RELIEF AID TO REFUGEES IN HONG KONG 


I personally have recently returned from serving 4144 months as 
interim director of Church World Service in Hong Kong. There I 
had abundant opportunity to see the stark human need existing among 
at least a million Chinese refugees who “voted against Communism 
with their feet” by coming out from the mainland China and the 
tyrannical control of the government there. They were seeking free- 

om, and even though it has proved in most cases to be a very meager 
economic freedom, it would be far less attractive than it is were it 
not for the assistance being given these people by many voluntary 
agencies of relief. I was both surprised and delighted to find the 
extent of assistance being channelled to some of these agencies from 
U.S. foreign aid money. 

Senator Green. There must be a good many different agencies that 
have been helping. 

Mr. Batiov. Between 45 and 50 at any rate are all working in Hong 
Kong. 

Senator GreEEN. Is there any joint report of their work ? 

Mr. Batiov. There are reports of a number of agencies which co- 
ordinate the work of several agencies in a group, and there is an over- 
all Hong Kong council of social service, which is a quasi-governmental 
organization. 

Senator Green. And are there reports of all of them? 

Mr. Batxov. I am not sure how full the reports are that they get 
out. 

Senator Green. Do you approve the various efforts that have been 
made ? 

Mr. Batiov. I approved of all the efforts they made. I would ap- 
prove of much more coordination among the work that those agencies 
do. 
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Senator Green. That is the point. I wonder if you can be certain 
what we get are correct reports. 

Mr. Batxov. Yes, I believe so because for one thing they are care- 
fully supervised by the Government. 

Senator Green. And what do the totals show as to the amount of 
American money being spent over there ? 

Mr. Batxiov. I don’t know. You would have to go through the 
American Consulate General and the Refugee Migration Unit to get 
that. I have never seen the figure. 

But I was disappointed when a number of equally helpful and 
promising projects proposed to the Refugee Migration Unit at the U.S, 
Consulate General had to be declined because of limited funds at their 
disposal. 


CHURCHES SEE URGENT NEED FOR PUBLIC AS WELL AS PRIVATE PROGRAMS 


Out of long, fruitful, widespread experience, the churches have 
come to realize that there is urgent continuing need for voluntary, 
private, and public programs of mutual aid, expanded to the extent 
of our national capabilities and the absorptive capacities of the under- 
developed areas. 

There is no question as to the competence of the churches to speak 
on religious and moral question. It is on these grounds that we pri- 
marily base our support for constructive foreign aid. These are 
moral and religious questions which rest on theology and religious 
faith. 

While the churches have a basic concern for religious and moral 
issues, they recognize as well many of the so-called practical argu- 
ments for foreign aid arguments which also have moral values in- 
volved in them. Such arguments are those of security, of military 
necessity, and of good business. 

More basic however are certain religious and moral considerations 
which we believe compel us as a nation a greater responsibility in con- 
structive foreign aid programs: the interdependence of humanity 
under God our Creator; our stewardship as a wealthy nation in a 
world of poverty; what happens to men and nations as they do or do 
not have a real concern for others in need; the importance of these 
programs in sustaining human life which we hold sacred. Foreign aid 
programs go beyond material realities and attain moral and spiritual 
dimensions in human relations, 


MORAL CONCERNS AND NATIONAL SELF-INTEREST COMPLEMENT EACH 
OTHER IN CONSTRUCTIVE AID 


In constructive foreign aid, the practical and the moral are not in 
conflict. but in agreement; realism and Christian idealism meet in ac- 
cord ; self-interest and altruism are joined. From the perspective of 
religion and morality, we believe that our national self interest at this 
moment of history is best fulfilled in recognizing that our destiny is 
inescapably bound up with the destiny of the world. 
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SOME GUIDING PRINCIPLES FOR FOREIGN AID PROGRAMS: POLICIES OF THE 
NATIONAL COUNCIL OF CHURCHES RELATED TO APPROPRIATIONS FOR THE 
MUTUAL SECURITY PROGRAM FOR 1960-61 


Based on our experience in overseas service and our moral concerns 
in international affairs, the churches have evolved through the years 
several principles which we believe essential for making our Govern- 
ment’s foreign aid programs in that as effective as possible. These 
principles have implications for possible legislation for the mutual 
oe program for 1960-61. 

. As to magnitude, the need is not to cut funds for economic devel- 
eee and technical cooperation but urgently to expand them to- 
yard the full extent of our capabilities as a nation and the absorptive 
os een of cooperating nations. 
Both public and private programs need to be strengthened and 
ees 

3. Programs of technical cooperation should not be decreased but 
increased. 

4. Larger sums of capital should be made available for economic 
development. 

5. A long-term basis is necessary in financing, programing, and ad- 
ministering aid programs. 

6. Greater emphasis should be placed on the use of international 
agencies such as regional organizations and the United Nations. 

7. On the basis of its consistent support of improved immigration 
and refugee policies and programs the National Council of C hurches 
welcomes the inclusion in the mutual aid program of financial aid 
for refugees. This is of special importance during World Refugee 
Year for carrying programs forward next year 


WORLD REFUGEE YEARS 


Senator Green. Can you tell us why this was designated World 
Refugee Year? 

Mr. Bauiovu. There has been an arrangement in which our Gov- 
ernment has participated to some extent , pushed by the U.N. and by 
its High Commissioner for Refugees, that the year from July 1, 1959, 

to June 30, 1960, should be emphasized as World Refugee Year, then 
with the hope that during this current year there may be more done 
toward meeting the extreme needs of many of the refugees in the 
world, than would normally take place. The emphasis in part was to 
try to clear up a good many of the refugee camps which are still 
operating in Europe. 

Senator Green. Does that objective promise to be successful with 
three quarters of the year already past? 

Mr. Batiov. It has not met with the success that was hoped and I 
would have to add that I fear myself that our own Nation has not. 
responded to this appeal in the way that some other parts of the 
world have done. I fear that Great Britain has done more. 

Senator Green. If it is like most other cases, I suppose the United 
States bore its full share of the burden. 

Mr. Battov. There was nothing set in the way of quotas, but. the 
response of public and private groups of people here in this land has 
not measured up to what had been hoped. 
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Senator Green. They must have had some definite hope as to what 
the U.S. contribution would be. 

_ Mr. Batitov. My mind for figures is pretty poor. I saw a figure 

just 2 or 3 days ago of what it had been hoped would be achieved, 
and it was something less than half achieved at the end of three 

— of the year. But I would not dare venture to give the exact 
gure. 

Senator Green. I don’t want to pin you down if you haven’t exact 
figures. 

Mr. Batxovu. I know myself that while traveling in England this 
May, before this program was started I saw in a number of places big 
posters advertising public meetings, not private groups but general 
meetings on behalf of the World Refugee Year beyond anything I 
have seen anywhere at any time in this country. 

Senator Arken. You don’t suppose the people of the United States 
are depending too much upon the Congress to handle these things and 
too little upon themselves, do you ? 


ADDITIONAL U.S. GIFT TO HONG KONG REFUGEES 


Mr. Bauuwovu. If they were doing that they were building on false 
hopes I am afraid because the amount of extra money that has come 
from Government sources has been quite small. I was delighted in 
Hong Kong to know that while I was there a special gift of $200,000 
has been given to fill the big commodity center in the center of the 
greatest compressed area of refugee assistance there in Hong Kong. 

Senator Green. The people of Hong Kong were aware of where 
that came from ¢ 

Mr. Batxiov. Oh, yes. 

Senator Arken. I got complaints the other day that the surplus 
commodity center over there was distributing U.S. aid and the 
impression among the people of Hong Kong was that it came from 
some other country. 

Mr. Bauxov. I am not sure where the impression might be that it 
came from. I know the contracts which have to be signed in order 
to secure help say that this is confidential, no publicity shall be given, 
but one of the pleasantest things that happened near the end of my 
stay was notice from the Consulate General that an additional grant 
for the improvement of a tubercular sanitorium had been made from 
American foreign aid funds. And this time Mr. Harold Thain said 
we want full publicity given to this at the time when the job is com- 

leted. We hope the Consulate General can come and dedicate it 

cause we want it to be part of the World Refugee Year. 

Senator Arxen. The impression I got was that if the assistance 
given to Hong Kong was advertised as coming from the United 
States it would rouse the resentment of the Chinese Communist Gov- 
ernment to a degree which would not be true if the people thought the 
assistance was coming from Britain. 

Mr. Batxov. You are quite right, Mr. Aiken. That has been a fac- 
tor. But in this particular instance, because it was World Refugee 
money so to speak, they wanted publicity given. But that has been 
the case a number of times. 
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Senator Arken. I don’t think that we should lend assistance to 
people in other countries for the express purpose of getting credit for 
it anyway. 

Mr. Batxiov. Although all parts of our foreign policy are inter- 
related, programs of technical and economic aid should be planned 
and administered in relation primarily not to political and military 
considerations but to economic and social needs and opportunities. 
This means that we support the principle of separating the military 


and defense support programs from economic development and tech- 
nical cooperation, 


PROGRAMS MUST BE IMPROVED AND PLANNED ON A LONG TERM BASIS 


We are not unaware that mistakes have sometimes been made in 
carrying out programs of assistance, governmental as well as volun- 
tary, in the use of foreign aid funds. But errors in operation do not 
invalidate the duty to persevere in seeking to fulfill the purpose and 
attain the goal for which the operation is undertaken. They only 
mean that such errors must be corrected and improvements and neces- 
sary reforms must be initiated. 

Trial and error seem to be inescapable accompaniments of human 
progress; they need not be feared in the realm of mutual security so 
long as the lessons of the past are wisely used as guides for the future. 


OUR NATION MUST DEVELOP AND MAINTAIN ITS ROLE OF RESPONSIBLE 
LEADERSHIP 


The National Council of Churches is giving special emphasis this 
year in its nationwide program of education and action for peace to 
the urgent necessity for world economic development. Reports in- 
dicate that there is increasing support among church people for the 
principle of mutual aid. 

Our Nation has done well in such constructive programs, but larger, 
more exciting challenges and opportunities lie before us as a nation 
at the zenith of wealth and power. 

We believe that the president of the National Council of Churches, 
Dr. Edwin T. Dahlberg, following a global mission at Christmastime, 
which afforded personal consultations with many national leaders, 
spoke cogently in regard to all the economically underdeveloped areas 
of the world: 


Their problem is how to build up their economy and educational resources 
sufficiently so that they can do away with hunger, poverty, disease, and illit- 
eracy * * *. It is important that the Members of Congress and the American 
people generally wake up to the urgent need of a far larger program of economic 
aid and technical assistance than anything we have as yet attempted. 

Senator Green. Thank you very much. Are there any questions? 

Senator Arken. No. I just want to inform you, Mr. Chairman, 
that. Dr. Ballou is a neighbor of mine from Vermont, and we are 
rather proud of the work that he has been doing in the field of looking 
after people, if we may call it that, both in this country and overseas. 

Senator Green. That gives additional weight to his statement. 

Thank you, Dr. Ballou. 

Is Mr. Reuben Johnson here ? 
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STATEMENT OF REUBEN JOHNSON, NATIONAL FARMERS UNION 


Mr. Jounson. Mr. Chairman, I have a relatively brief statement. 
If it meets with your approval, I think I would like to present it to 
you at this time just as it is. 

I am glad to see you Senator Aiken. I count you as one of the 
great friends of the Mutual Security Program. 

At the outset I would like to say that our national president, Mr. 
James Patton, recently returned from a trip around the world. Mr, 
Patton is president of the International Federation of Agricultural 
Producers. He was elected at New Delhi in November to serve his 
second term in that capacity. 

I think that Mr. Patton, if he were here today, though demands on 
his time make it impossible for him to be here, could express much 
more eloquently the views of Farmers Union with regard to the 
Mutual Security Program, 

Also, I think he would say to you that farmers all over the free 
world share with us the view that as much as possible should be done 
by the industrialized nations of the free world to help get the eco- 
nomic airplane of the underdeveloped countries off the ground. 


SUPPORT OF FARMERS UNION FOR MUTUAL SECURITY PROGRAM 


It is my pleasure on behalf of National Farmers Union to testify 
again in support of the Mutual Security Program and the vitally im- 
portant objectives we as a nation are seeking to achieve through the 
program. 

National Farmers Union, since the beginning of the Mutual Se- 
curity Program in 1949, has continuously been in favor of programs 
of economic, technical, and military assistance, and we recognize their 
importance to increased security for the United States and the free 
world. 

Such programs constitute as well a United States response to satis- 
fying the needs of the less developed areas of the free world in keeping 
with our role, interest, and leadership responsibilities in world affairs. 


IMPORTANCE OF TECHNICAL ASSISTANCE 


We especially favor the increasing attention to the provision of 
technical cooperation assistance to the less-developed countries. The 
history of our country shows the advantages that can be derived in a 
short time by the prompt application of techniques and knowledge 
previously acquired by older, well established, and more experienced 
countries through years of research and experiment. 

Members of the National Farmers Union know at first hand the 
values to be derived in the field of agriculture through our own voca- 
tional agriculture and extension services which may be called domestic 
technical assistance programs. 

We believe that the transfer of the fruits of research and the tech- 
niques developed through experience by way of United States tech- 
nicians is a most important contribution to the more rapid develop- 
ment of large areas of the world. 
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Technical assistance in such vital areas as agriculture, health, and 
education can only be received effectively by peoples accepting the 

rinciple of self-help, for it is up to them to apply the techniques. 

It thus stimulates local endeavor and the acceptance of domestic 
responsibility for improvement of economic conditions. At the same 
time we recognize that much more than education is needed if a satis- 
factory rate of economic growth is to be achieved. This is particularly 
so for large territories and populations, and an example of this is 
India, now achieving political independence in an unbelievably short 
time. To this end we support the activities of the Development Loan 
Fund and favor an increase in its activity. 

In the formulation and implementation of technical assistance ac- 
tivities we wish to emphasize our interest in agricultural land reform 
in all its manifold facets—particularly those of land tenure, credit 
facilities, and farm purchasing and marketing cooperatives. We be- 
lieve the development of prosperous farming communities is a major 
factor in the establishment of a politically stable and democratic 
nation. 

We note in the Mutual Security Program further contributions to 
the U.N. agencies specializing in technical assistance and express our 
approval of U.S. participation in this program. We urge that 
major efforts be made to assure that United States bilateral pro- 


, 


grams are consistent with and do not duplicate those of the U.N. 


CONTINUED MILITARY ASSISTANCE ADVOCATED 


National Farmers Union regards continued military assistance as 
essential to the support of our allies to increase their ability to defend 
themselves and thus materially improve the security of the free 
world. Concurrent with such assistance we accept the necessity for 
the provision of defense support assistance to support and make pos- 
sible larger defense forces than could otherwise be maintained and 
to make more effective the direct military assistance program, 

We urge upon the administration intensified attention to further 
use of our supplies of agricultural commodities to meet the require- 
ments of needy peoples and at the same time to promote through use 
of sales proceeds of these commodities an improvement in the funda- 
mental sectors of their economic life: health, education, and agricul- 
ture. 

FREE WORLD'S ECONOMIC DEVELOPMENT 


National Farmers Union sees in the MSP, therefore, the means to 
assist those areas of the free world emerging into a period of in- 
creased economic activity. We believe it is in our mutual interest to 
see this development. take place by democratic means and the early 
attainment of an economic position where an increased level of trade 
can take place between us. 

Certainly a source of increasing strength for the free world lies in 
the growth of a high level of mutually beneficial trade. This can only 
be possible on a continuing basis between prosperous countries. 

We regard it as important to the United States that we take a 
long view in devising measures to deal with the very real problems 
faced by these friendly countries and that our response as expressed 
in the MSP befits our role as leader of the free world. 
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We should be prepared to provide to a growing free world commu- 
nity such assistance within our means which is needed, will promote 
economic improvements and enhance our mutual security. Accord- 
ingly, we support the administration’s request for $4.1 billion in full, 

Senator Green. Any questions? 

Thank you very much for your very clear statement. 

Mr. Jounson. Thank you, sir. 

Senator Green. The next witness on our agenda is Mr. Andrew 
Biemiller, director of the department of legislation of the AFL-CIO, 
of Washington. 

I wonder if you could present selected extracts from your state- 
ment. We have been delayed today as you know. 


STATEMENT OF BERT SEIDMAN, ECONOMIST, AFL-CIO 


Mr. Semman. My name is Bert Seidman. I am an economist in 
research, AFL-CIO. I am appearing in place of Mr. Biemiller, who 
regrets very much that he is unable to be here. 

Senator GREEN. You will read his statement ? 

Mr. SempmMan. I won’t even read it. I will try to summarize it. 

Senator Green. This will be your summary of Mr. Biemiller’s 
statement. Do you wish to file the whole statement ? 

Mr. Seman. I would appreciate it if his statement could be in- 
cluded in the record. 

Attached to the testimony is an excerpt from that resolution, and I 
respectfully request that the excerpt be included in the record of 
this hearing. 

Senator Green. It will be made part of the printed record. 

Mr, Seman. Yes; it is an appendix to the statement. 

Senator GrEEN. Very well. 

(The statement and resolution referred to follow :) 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, LEGISLATIVE DEPARTMENT, AMER- 
ICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, BE- 
FORE THE SENATE FOREIGN RELATIONS COMMITTEE ON THE MutTuAL SECURITY 
PROGRAM 


I appreciate the opportunity to appear before your committee on behalf of the 
American Federation of Labor and Congress of Industrial Organizations. I am 
here to convey to you the wholehearted support of the AFL-CIO for extension 
and strengthening of the Mutual Security Program which we consider to be vital 
to the Nation’s security and welfare. 

Let me stress at the outset, Mr. Chairman, our strong conviction that the 
Mutual Security Program is a necessary and integral part of the Nation’s overall 
foreign policy. It was for this reason that the most recent convention of the 
AFL-CIO which met last September devoted part of its resolution on interna- 
tional policy to the question of foreign economic policy. I have attached to my 
testimony that part of the convention resolution which relates to foreign 
economic policy and I respectfully request that this attachment be made a part 
of the record of this hearing. At this time, I wish to quote just a couple of key 
sentences from the resolution : 

“While we hope that other countries will make whatever contributions they 
can to this effort, the United States, as the wealthiest and most industrially ad- 
vanced country in the world, should continue to make the major contribution 
toward helping economic growth in the less developed countries * * * The 
AFL-CIO calls upon the Congress to authorize an expanded, long-term, and 
fully effective program of economic and technical assistance to the industrially 
less developed nations.” 
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CURRENT CONSIDERATIONS IN MUTUAL SECURITY 


Since our last appearance before this committee, new factors have developed 
which, in our considered judgment, have enhanced the importance of and in- 
creased the need for a fully effective Mutual Security Program. 

As in the past years, I shall not presume to make recommendations with 
respect to the military phase of this program. We in the labor movement do 
not feel that we have the technical competence to recommend the exact amount 
required for military assistance. We do urge that whatever amounts are 
needed for this phase of the program should not be permitted to detract in 
any way from the funds necessary for economic and technical assistance. 

We are convinced that events which have transpired during the past year 
indicate a need for funds for economic aid greater than have been available in 
the past or than are now being requested by the President. We particularly 
call attention to the need for expanding the Development Loan Fund and 
placing it on a more effective basis so that it can at least begin to meet the most 
urgent requirements of the less developed countries for economic growth. 

Mr. Chairman, as Paul Hoffman has recently reminded us, the aggregate 
per capita income in 100 countries in the non-Communist world is $100. In 
more than half of these countries the figure is actually below $100, including 
such important countries as India, South Korea, Pakistan, Thailand, and Viet 
Nam. During the decade of the 1950’s, per capita income in these areas grew 
by only 1 percent or $1 a year. People who are no longer willing to submit to 
the age-old yoke of hunger, disease, and poverty, will not long be satisfied with 
that kind of snail’s pace progress. If we cannot help them in their yearning 
for a better life they will inevitably look elsewhere for assistance. 

These facts have clearly been impressing themselves on the minds of many 
people in many places during the past year in both high and low stations of 
life. 


INTERNATIONAL EFFORTS DIRECTED TOWARD ECONOMIC ASSISTANCE TO LESS 
DEVELOPED AREAS 


Perhaps the most important new international organization is the Inter- 
national Development Association in which the Congress has been asked to 
authorize United States participation. As we have stated before this commit- 
tee in your recent hearings on the IDA, the AFL-CIO welcomes this new organi- 
zation. It will bring together most of the Free World nations in a joint effort 
to provide funds on flexible terms for economic advancement in newly indus- 
trializing nations. Organization of the IDA, first recommended by the United 
States, provides the most compelling evidence of worldwide concern with prob- 
lems of economic development. Moreover, it demonstrates a willingness on the 
part of many countries, both industrialized and less developed, to join in this 
common endeavor to the extent permitted by their own resources. 

But the IDA is by no means the only new organization in this field. The 
United States has already played a major role in the setting up of the Inter- 
American Development Bank. This represents a Western Hemisphere effort to 
stimulate economic growth in the countries of Latin America. In Europe, the 
countries of the European Economic Community (Common Market) are develop- 
ing plans for their own economic development fund to assist industrialization in 
less developed countries. Similar efforts are also in the planning stage in the 
Middle East. 

STEPPED UP SOVIET DRIVE 


Premier Khrushchev, the No. 1 Soviet salesman, as well as such top Soviet fig- 
ures as Mikoyan and Koslov, have been travelling around the world selling the 
Soviet brand of economic aid. They have been peddling their wares to less 
developed and uncommitted countries in Asia, Africa and even in Latin America. 
In carrying their message to these countries, they have professed their great 
sympathy with the problems faced by these countries in meeting the problems 
of economic advancement, but their only real concern is to tie them economically 
and politically into the Soviet orbit. 

It is obviously in our own national interest to point out to the leaders of these 
less developed countries the danger of rising to the Soviet bait. But our warn- 
ings will go unheeded unless we are prepared to make available economic assist- 
ance commensurate with the needs of the less developed countries. 
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DEVELOPMENT LOAN FUND 


Last year the President requested authorization of $700 million for the Develop- 
ment Loan Fund. Prior to the official Administration request, it had been no 
secret that within the councils of the executive agencies, serious consideration 
was being given to the idea that a larger and longer term authorization should 
be requested. However, those within the Administration who wished to 
strengthen the DLF did not prevail. The AFL-CIO was most pleased to see you, 
Mr. Chairman, and this committee take the leadership in this matter when the 
Administration defaulted. 

When you proposed that $1.5 billion a year be authorized for the DLF for a 
period of 5 years, the AFL-CIO threw its support behind the proposal. We 
recognized the need for adequate funds for this program and the fact that assist- 
ance for economic development would be most effective if it could be placed on a 
long-term basis, because of long-term planning requirements in such a program, 
While the committee reduced the amount recommended to $1 billion a year, it did 
retain the 5-year authorization feature, suggested by its chairman. 

Unfortunately, as finally passed, the 5-year authorization proposal was cut 
back to 2 years with an authorization of $700 million for fiscal 1960 and $1.1 
billion for fiscal 1961. The actual amount appropriated for fiscal 1960 was $550 
million. Nevertheless, while the action the Congress took was by no means 
all that we should have like to see, it did get away, if only by one year, from 
the burden of year-to-year authorizations. Furthermore, the Congress clearly 
indicated its belief that the funds available for the DLF should be significantly 
increased. 

Now we find once again that the administration which has been speaking 
fine words about the need for stepping up our economic assistance effort is 
unfortunately extremely short of its professed goals in its actions. I understand 
that when Secretary Herter testified before this committee, he stated that 
the Budget Bureau had cut the amount to be requested for economic aid by 
$750 million. Thus although every report which has been published dealing with 
development assistance stresses the long-term aspects of the problem, the Admin- 
istration has refused to request that financing for the program be shifted from 
its present hand-to-mouth condition of insecurity. Moreover, even though the 
Congress last year authorized $1,100,000 for DLF, for fiscal 1961 the administra- 
tion has requested an appropriation of only $700 million. 

Mr. Chairman, we sincerely hope that inadequacies of the Administration 
proposals will not deter this committee or the Congress as a whole from taking 
fully effective action. 

The tight limitations on the amount of funds available for the DLF have 
undoubtedly held down proposals for loans for projects which would be ex- 
tremely useful for economic development. Nevertheless, as of last June 30, 
applications still under consideration totaled more than $1.5 billion. This 
makes it clear that far more could be done if additional funds were available. 

Experts have estimated that if $3 billion a year additional could be made 
available to less developed countries, this would make possible a growth rate 
in the 1960’s in such countries twice that of the 1950’s. Let me hasten to say 
that in the 100 countries with aggregate per capita income of $100 to which I 
have previously referred, this would by no means bring on the millennium. But 
it would, at least in some of these countries, permit break-throughs toward the 
ultimate goal of putting their economies on a self-sustaining basic. It would 
also immeasurably improve prospects for raising now intolerably inadequate 
living standards by significant amounts. These are goals well worth striving for. 

We have every reason to hope that other nations will assume part of the 
responsibility for providing these funds. Nevertheless, we cannot escape the 
fact that the United States, still by far the richest Nation in the world, must 
continue to assume the largest share of the burden. This is not just our respon- 
sibility, it is also our opportunity to help to improve conditions of life for 
hundreds of millions of people and thereby contribute to the cause of freedom 
and democracy throughout the world. 

Toward the achievement of these objectives, we urge this committee to recom- 
mend to the Congress a 5-year authorization of $1.5 billion a year for the capital 
fund of the DLF. Even this amount, supplemented by other public and private 
funds, which may conceivably become available, is likely to fall short of what is 
needed to assure broad-scale economic advancement in the newly industrializing 
countries. But it would place the fund on a more adequate basis, and it would 
make possible long-term planning in the entire program. 


———EE—E————EE 





—_— Ss t- -— 


—_ a Oo Ke 2 Te Olu 


ee ae a 


“eS -— & -—« — ~*~ a a 


— 


coc? 





/p- 
nO 
on. 
ld 


nu, 
he 


Ve 
st- 
.a 


id 


‘ly 


is 
nd 
at 


ith 
in- 
ym 
he 


on 
ng 


ve 
>X- 
30, 
his 
le, 
ide 
ite 
ay 
iI 
but 
the 
nid 
ate 
or. 
the 
the 
ust 
on- 
for 
om 


tal 
ate 
t is 
ing 
uld 





MUTUAL SECURITY ACT OF 1960 549 


Such strengthening of the DLF would provide concrete evidence that the 
United States is serious and sincere when we talk about what we will do to help 
bring about economic advancement and a better life for people in the less devel- 
oped countries. This is the kind of challenge to the Soviet professions which 
would provide new strength and new courage in the entire Free World. 

In this connection, Mr. Chairman, I should like to direct your attention briefly 
to one additional way in which we could effectively demonstrate our concern 
for the needs of people in our economic assistance program. This could be done 
by assuring that full recognition is given to labor and manpower factors in the 
Development Loan Fund program. 

We would suggest that in the projects made possible by DLF loans, effective 
encouragement should be given to the development of strong democratic trade 
unions. In addition, wages and working conditions for workers on such projects 
should be required to measure up to principles of fair labor standards so that 
workers employed on them will receive their fair share of the increased fruits 
of economic development. This is extremely important because the success of 
the entire economic development effort may well depend on the extent to which 
the people in the countries assisted feel that they are able to benefit directly 
from the general economic advance. 





FoREIGN ECONOMIC POLICY 


EXCERPT FROM RESOLUTION NO. 110° 


The possibility of economic development and industrialization has brought to 
hundreds of millions of people in the less developed parts of the world the hope 
that they can emerge from the age-old morass of poverty, disease and hunger, 
Many millions of these people live in newly independent countries where political 
awakening has been accompanied by a determination to improve their way of 
life. 

Escape from poverty with the assurance of freedom is possible in these lands 
only if economic cooperation is forthcoming from the more industrialized na- 
tions. While we hope that other countries will make whatever contributions 
they can to this effort, the United States, as the wealthiest and most industrially 
advanced country in the world, should continue to make the major contribution 
toward helping economic growth in the less developed countries. 

Although the largest part of this assistance will for some time continue to be 
extended through United States agencies, our foreign economic effort should 
increasingly be channeled through international and regional organizations. 
It should be on a sufficient scale and on a long term basis. 

Economic progress fostered by our cooperation should assure the maximum 
tangible benefits to the people in the aided areas. The fruits of economic devel- 
opment must be widely shared, and the foundations laid for an economic struc- 
ture in the less developed countries which will strengthen the forces of freedom 
and democracy. An effective and equitable foreign economic program will also 
lessen the growing threat of the Soviet bloc to utilize its own economic assistance 
program to forge political bonds with and subvert the less developed countries. 

The AFL-CIO calls upon the Congress to authorize an expanded, long-term 
and fully effective program of economic and technical assistance to the indus- 
trially less developed nations. This program should include: 

1. A long-term authorization for 5 years of a minimum of $1.5 billion a year 
for the Development Loan Fund to make loans for economic development on a 
basis appropriate to the financial capacity of recipient countries. These funds 
should be made available without requirement of year-to-year appropriation. 

2. Effective United States financial support for and participation in the 
proposed International Development Association, Latin American Development 
Association and other regional development associations that may be organized 
to provide long-term, low-interest loans repayable in local currencies through 
international or regional channels for economic development in less developed 
areas. 

8. Expanded support for technical cooperation programs through both United 
States and United Nations agencies. 

4. Expanded programs to distribute surplus foods and fibers abroad in order 
to help improve living standards and assist economic development in the less 
developed countries. 





1This resolution was adopted at the third Convention of the AFL-CIO, September 1959. 
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Mr. Seman. I appreciate the opportunity to appear before your 
committee on behalf of the AFL-CIO to convey the wholehearted 
support of the AFL-CIO for extension and strengthening of the 
Mutual Security Program. 

We regard this program as a necessary and integral part of the 
Nation’s overall foreign policy, and our support for the program was 
stressed at our convention last September which devoted part of its 
resolution on international policy to the question of foreign economic 
policy. 

MUTUAL SECURITY PROGRAM INOREASINGLY ESSENTIAL 


Since our last appearance before this committee, new factors have 
developed which have enhanced the importance of and increased the 
need for a fully effective Mutual Security Program. 

Let me say that I shall not presume to make recommendations with 
respect to the military phase of this program. We do urge that what- 
ever amounts are needed for this phase of the program should not 
be permitted to detract in any way from the funds necessary for 
economic and technical assistance. 

Senator Grepn. And vice versa? 

Mr. Serpman. And vice versa in the sense that we favor extendin 
for the military assistance program whatever funds are consider 
to be necessary but we feel that we do not have the technical com- 
petence to determine what that amount might be. 

We particularly call attention to the need for expanding the De- 
lopment Loan Fund and placing it on a more effective basis, 


PER CAPITA INCOME IN NON-COMMUNIST WORLD 


Mr. Paul Hoffman has recently reminded us in a very well con- 
sidered report that the aggregate per capita income in 100 countries 
in the noncommunist world is $100. During the decade of the 1950’s 
per capita income in these areas grew by ony one percent or $1 a year. 
We feel that this expansion must be stepped up considerably to help 
those people who are yearning for a better life. Otherwise they will 
inevitably look elsewhere for assistance. 

Senator Green. Does the report cite the corresponding figures for 
our country ? 

Mr. Serpman. The report itself does give the figure for our country 
which is about $2,000. It is not given in this statement, but it is in 
Mr. Hoffman’s report. 

Senator Green. That is what I mean. That is, the contrasting fig- 
ure: $100 versus $2,000, 

Mr. Srerpman. Above $2,000 as I recall. 

I have just been handed the report which I have been citing. This 
is a report entitled “100 Countries, One and One-Quarter Billion Peo- 
ple” and it is a report as I indicated by Paul G. Hoffman. 


INCREASED ASSISTANCE NECESSARY TO OFFSET COMMUNIST AID OFFERS 


We welcome the increased international efforts directed toward 
economic assistance to less developed areas. I had the pleasure of 
appearing before this committee only a few days ago to testify in sup- 
port of the United States participation in the International Develop- 
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ment Association, and we think that the IDA provides compelling 
evidence of worldwide concern with problems of economic develop- 
ment. 

We have also had the organization of the Inter-American Develop- 
ment Bank and the countries of the European Economic Community 
more generally known as the common market are developing plans for 
their own economic development fund to assist industrialization in 
the less developed countries. 

On the other way we note also that there is the stepped-up Soviet 
drive, that prominent Soviet figures including Premier Khrushchev 
have been peddling their wares to the less-developed and uncommitted 
countries in Asia, Africa, and even in Latin America. We think it is 
obviously in our own national interest to point out to the leaders of 
these less-developed countries the danger of their rising to the Soviet 
bait. But we also fear that our warnings will go unheeded unless we 
are prepared to make available economic assistance commensurate 
with the needs of those countries. 

Senator Green. That implies that we are not doing enough. 

Mr. SempMan. We feel that the amount which the United States is 
putting into economic assistance, economic and technical assistance, as 
I shall develop in a moment, is inadequate, and we would urge that 
the amount be increased, 

We call attention to the fact that the chairman of this committee 
last year took the leadership in this matter when he proposed that $1.5 
billion a year be authorized for the DLF for a period of 5 years, and 
we threw our support behind that proposal. 

Unfortunately this 5-year authorization proposal was cut back to 
2 years with an authorization of $700 million for fiscal year 1960, and 
1.1 billion for fiscal year 1961, with the amount actually appropriated 
for fiscal year 1960 only $550 million. 


ADMINISTRATION’S REQUESTS FOR AID PROGRAM ARE NOT SUFFICIENT 


We find again this year that the administration, which has been 
aking fine words about the need for stepping up our economic as- 
sistance effort, is unfortunately extremely short of its professed goals 
in its actions. We understand that when Secretary Herter testified 
before this committee a few days ago, he stated that the Budget 
Bureau had cut the amount to be requested for economic aid by $750 
million. Thus the administration has refused to request that financing 
for the program be shifted from its present hand-to-mouth condition 
of insecurity. 

Experts have estimated that if $3 billion a year additional could be 
made available to less-developed countries this would make possible 
a growth rate in the 1960’s in such countries twice that of the very 
minimal rate that we have in the 1950. 

I note that yesterday the committee received a report from a group 
of experts at the Massachusetts Institute of Technology which con- 
firms the statement which I have just now made. I haven’t had a 
chance to read the report itself, but I have read press accounts of it. 

Let me hasten to say that in the 100 countries with aggregate per 
capita income of $100 to which I have previously referred, an increase 
of doubling the increase that took place during the 1950’s would by 








552 MUTUAL SECURITY ACT OF 1960 


no means bring on the millennium. But it would permit breakthroughs 
toward the ultimate goal of putting their excess on a self-sustaining 
basis and improve their prospects for raising now intolerably inade- 
quate living standards by significant amounts. 

Senator Green, But are you implying that the millennium might be 
brought on simply by the expenditure of money? You don’t mean 
that, do you ? 

Mr. SempMan. No; I certainly do not mean to imply that. But I 
simply want to make it clear that even if we were to considerably 
expand our economic assistance effort, this would by no means pro- 
vide a condition of worldwide prosperity in these less-developed 
countries, 


RECOMMENDATION : 5-YEAR AUTHORIZATION OF $1.5 BILLION FOR DLF 


We are urging therefore, Mr. Chairman, that this committee should 
recommend to the Congress the amount which was proposed by. the 
chairman of this committee last year, namely a 5-year authorization 
of $1.5 billion a year for the capital fund of the DLF. 

Senator Green. On what page of your statement is that 
recommendation ? 

Mr. Seman. Page 6 in the last full paragraph. We believe that 
such strengthening of the DLF would provide concrete evidence that 
the United States is serious and sincere when we talk about what we 
will do to help bring about economic advancement and a better life 
for people in the less-developed countries. This is the kind of chal- 
lenge to the Soviet professions which would provide new strength and 
new courage in the entire free world. 


NEED FOR FULL RECOGNITION OF LABOR AND MANPOWER FACTORS 


In this connection I should like to direct your attention to one 
additional way in which we could effectively demonstrate our con- 
cern for the needs of people in our economic assistance program. 
This could be done by amrnTING that full recognition is given to labor 
and manpower factors in the DLF program. In this connection we 
would specifically suggest that in the projects made possible by DLF 
loans, effective encouragement should be given to the development of 
strong democratic trade unions. _ i 

In addition, wages and working conditions for workers on such 
projects should measure up to principles of fair labor standards so 
that workers employed on them will receive their fair share of the 
increased fruits of economic development. 

We believe this is extremely important because the success of the 
entire economic development effort may weil depend on the extent 
to which the people in the countries assisted feel that they are able 
to benefit directly from the general economic advance. 

Senator Green. Thank you for a very clear statement. 

The next witness is Edward F. Snyder. Will you proceed, please? 
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STATEMENT OF EDWARD F. SNYDER, LEGISLATIVE SECRETARY, 
FRIENDS COMMITTEE ON NATIONAL LEGISLATION 


Mr. Snyper. Thank you. I do not propose to trespass on your 
good nature by reading this entire statement. 

Senator Green. I wish you would summarize it. 

Mr. Snyper. I will be happy to, and I will try to do it briefly. 

Senator Green. We are very glad of the interest of your organiza- 
tion but, as you know, our time is short. 

Mr. Snyper. I am legislative secretary of the Friends Committee 
on National Legislation. We appreciate the opportunity to appear 
here and testify as to the various items in the Mutual Security 
Program. 

LARGER AMOUNT ADVOCATED FOR DLF 


I would just like to refer to one or two specific items. We are 
disappointed that the amount requested for funds for the DLF this 
year 1s less even than the amount authorized by Congress last year. 
We would hope that somewhere in the committee’s report on this 
bill, even though an authorization is not involved, there might be 
some statements indicating the very great needs which there are in the 
world and the inadequacies of the present programs. 

Senator Green. What is your opinion on the reason for the de- 
crease in the administration’s request this year? 

Mr. Snyper. I understand that Secretary Herter testified before 
this committee that the Department of State had requested more 
funds than the Bureau of the Budget had finally allocated for eco- 
nomic aid, and perhaps that is the reason. I am not privy to the 
council of the administration. 

Seven hundred million dollars have. been requested by the admin- 
istration. We also support very strongly the programs of technical 
assistance, both the United States and the United Nations. 


SUPPORT FOR TECHNICAL ASSISTANCE PROGRAMS IN AFRICA 


We are happy to see that there are increased funds being ear- 
marked for programs with the newly emerging countries in Africa. 
We also want to record our strong support for these programs of 
malaria eradication, the community water supplies 

Senator Green. How do you view these changes in Africa through 
which nations or areas which have previously been ruled by European 
countries have now been taken over by the local people? What is 
your attitude toward the work of the missionaries over there now ? 

Mr. Snyper. The Friends have some missions in Africa now. The 
major area is in Kenya Colony which is still under the British, 

I know that you, sir, have made trips to Africa, and you have 
issued reports which are very helpful to those of us who have never 
been there. Our general] attitude has been one of welcoming these 
newly independent countries and doing everything that we as a na- 
tion could to get them on their feet in the field of economic develop- 
ment, in developing stable institutions, democratic institutions for 
their government. It is a very considerable task, but our country can 
do a good bit I believe, 
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MISSIONARY WORK IN AFRICA 


Senator Green. At lunch today I sat next to my friend the Prime 
Minister of Great Britain, and we were comparing some notes that 
he and I made on the same countries in Africa. How are the rapid 
changes going on there being taken into consideration in missionary 
work ? 

Mr. Snyper. I can only speak for the area in which the Friends 
is involved. 

Senator Green. I didn’t find all the missionaries sympathetic for 
the natives. 

Mr. Snyper. The Friends have a school in Kenya Colony. In fact 
the largest yearly meeting, that is the largest congregation of Friends 
in the world, are the people who live in Africa in Kenya Colony. 
So there have been a good many contacts over the years between 
members of the Society of Friends and people in Kenya. 

Senator Green. Such contact varies a good deal as to denomina- 
tion, does it # 

Mr. Snyper. Yes. 

Senator Green. My experience was that a great many of the clergy 
there were sympathetic both in feeling and action with the European 
countries dominating these native areas, and not sympathetic with the 
natives. There have been a great many churches where the colored 
people are not allowed to come. 

r. Snyper. Yes. That is very unfortunate. 

Senator Green. This situation offsets, I think, a great deal of the 
money that is subscribed to missionary work for the benefit of the 
natives. 

Mr. Snyper. Yes, sir. The African yearly meeting that I spoke of 
is composed of native Africans. 

Senator Green. That is different. I am not including the Friends 
in my criticism. 

Mr. Snyper. We also support very strongly the authorization for 
the UN Children’s Fund and the new suggestion by the administra- 
tion to allocate funds for the Indus Basin. 


UNITED STATES SHOULD DO MORE TO HELP REFUGEES 


I would like to spend 1 minute on something which we consider 
to be quite important, although it is not a very large item in this 
year’s mutual security bill. It concerns the refugee programs, and 
the fact that we are now approaching the end of World Refugee Year 
on June 30. 

There is a strong feeling among churches that the United States 
has not done as much as it could to support the World Refugee Year. 
We quote in our testimony portions of a message which was sent from 
the annual meeting of the Church World Service to the President this 
past February in which the president said that: “World Refugee 
Year is nearing its end but the U.S. Government has yet to show 
decisive action through positive legislation.” 

Senator Green. When you say “the president,” you don’t mean 
President Eisenhower ? 

Mr. Snyper. No. I am quoting the message from Church World 
Service. 
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I want to make it very clear this is a message from Church World 
Service to President Eisenhower. There are two things that are 
needed in this World Refugee Year. 


FULL AMOUNT AUTHORIZED BY CONGRESS FOR REFUGEES NOT USED 


_One is money to help integrate refugees where they give them voca- 
tional training, resettlement, clear the camps. The other is to allow 
some of them to come to this country. Just yesterday the House 
Immigration Subcommittee reported a bill which may help on 
this latter part of it. Last year Congress said that the administra- 
tion could take $10 million from the contingency fund in the mutual 
security program for World Refugee Year. Now the administration 
has said it will use only $4 million of that $10 million. 

The suggestion is made at the bottom of page 2: Strong encourage- 
ment to the administration in the committee’s report, or if necessary 
in the language of the bill to urge him to use the remaining amount, 
because there are many constructive suggestions 

Senator Green. Is any reason given for not spending the full 
amount ? 

Mr. Snyper. No. I have not seen the reasons given for not spend- 
ing this additional money. I have read the testimony by the State 
Department on the refugee programs, and they tell how the money 
that they have allocated has been used. 

Senator Green. But no reason is given for not using the whole 
amount. 

Mr. Snyper. I do not recall reading any. 

Senator Green. It is quite an important item I should think. 

Mr. Snyper. Yes. We feel and the U.S. Committee for Refugees, 


which is a broadly based citizens organization in this field operating 
through the World Refugee Year 


Senator Green. Was that money appropriated ? 

Mr. Snyper. The money the Congress said in the bill last year, the 
$10 million, could be taken from the contingency fund. 

Senator Green. It was appropriated, but it was not taken ? 

Mr. Snyper. It was not. Of course there are many different items 
which compete for those dollars in the contingency fund. 

Senator Green. The contingency fund may have been exhausted 
by other expense. 

Mr. Snyper. Yes. And here it is a question of priority. We would 
feel that the refugee situation is something which should receive very 
high priority on the part of our Government. 

Senator Green. It was not a question of whether it should be done 
or not. The question is whether there is money enough to do all that 
was asked. 

Mr. Snyper. We feel also that even if this were approved and $6. 
million could be made available, that there are still questions that 
need to be raised by this committee as to the level of the requests 


for this year which are on the whole 23 percent less than the requests 
for last year. 








U.N. REFUGEE PROGRAMS 


That includes the cuts in ICEM and the U.N. escapee program and 
the Palestine refugee program. 
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We don’t know all the details. It is hard to get some of the back- 
ground information, but it would seem that with World Refugee 
Year going on, with these continuing unmet needs around the world, 
that we should be increasing rather than decreasing our support for 
these various programs, 

Senator Green. Is that statement made in this report you filed ? 

Mr. Snyper. Yes, under point 2 at the top of page 3. We cited 
one specific example there of the U.N. High Commission for Refugees 
program. Now when you look at this year’s request as against last 

ear’s request, the administration is asking for more, $1.5 million 

instead of $1.1 million. However, out of that $1.5 million will come 
$600,000 for programs in Algeria and $100,000 for refugees from 
Egypt. So the net effect is that we are reducing our regular support 
for the regular programs of the U.N. from $1.1 million down to 
$800,000. 

Senator Green. I noticed, not only in this report but in many other 
reports as well, that refugees are always coming in and never going 
out, so to speak. 

Mr. Snyper. Into the camps? 

Senator Green. The refugees are always coming in, and more help 
is needed. But they never seem to be going out anywhere. 

Mr. Snyper. There have been a good many refugees resettled from 
the camps in Europe and elsewhere. 

We would hate to live in a country where people fled from our 
borders. I suppose we should be thankful that we don’t have people 
going out of this country. 


POINT FOUR YOUTH CORPS 


There is another point I would like to make, that concerns the 
Point Four Youth Corps. Senator Neuberger before his very un- 
timely death introduced a bill to set up, to explore setting up, a Point 
Four Youth Corps. This was a companion measure to one introduced 
by Congressman Henry Reuss in the House. 

The idea would be to have a year’s study of the possibility of using 
young people more in our point 4 programs overseas, to use some of 
the idealism and the enthusiasm of young people in our oversea pro- 
grams. Perhaps it might be as an alternative to military service. 
This was one of the areas which they suggested be explored. 

This would be in the form of a study to be undertaken perhaps by a 
private organization designated by the State Department. We hope 
that somehow this can come up in this committee for discussion when 
you mark up the bill, because we feel it is a very worthwhile proposal 
and ought to be explored. 

Senator Green. That isan interesting point. 

Mr. Snyper. I have talked to several of the House members on the 
House Foreign Affairs Committee and they seem quite interested in 
the idea. They felt that there was a real place in the overseas program 
for young people who would be willing to undergo hardships, to live 
with the people at their level of living, rather than in the capital cities, 
and who would share with them on a personal basis. 

There are problems involved and that is why a year’s study has 
been suggested. 
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Senator Green. Can you give any examples where young people 
are doing this kind of thing ? 

Mr. Snyper. There are some. When I mentioned this to Dr. Wal- 
ter Judd, he said that he had talked with some people in Interna- 
tional Voluntary Services, young people who were doing this kind of 
work, and he was very much impressed by the impact that they were 
making in the area where they were. But as yet we have not done much 
in this field. Usually our technical experts are older people with 
established reputations who are going out. One of the problems is to 
find the right niche for young people with enthusiasm and some train- 
ing in this effort. 

Senator Green. I am very much obliged to you. 

Mr. Snyper. Thank you, sir. 

(The complete statement referred to follows :) 


STATEMENT OF Epwarp F. SNYDER IN BEHALF OF THE FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION BEFORE THE SENATE FOREIGN RELATIONS COMMITTEE ON 
THE MUTUAL SECURITY PROGRAM 


Mr. Chairman and members of the committee, my name is Edward F. Snyder. 
I am legislative secretary of the Friends Committee on National Legislation, 
for whom I am appearing today. The policies advocated by the Friends Com- 
mittee on National Legislation are supported by many members of the Religious 
Society of Friends, but our committee does not claim to speak for all Friends 
because our democratic organization does not lend itself to official spokesmen. 


SPECIFIC PROVISIONS SUPPORTED 


We appreciate the opportunity to appear before the Foreign Relations Com- 
mittee to make some brief comments on the proposed mutual security program 
for 1961 (S. 3058). 


Development Loan Fund 


Last year Congress authorized $1.1 billion for the fiscal year 1961, but the 
President has requested only $700 million. Our committee supported Senator 
Fulbright’s proposal last year for $1.5 billion a year for 5 years and were disap- 
pointed that the Congress did not accept the Foreign Relations Committee’s 
recommendation of a $1 billion a year, 5-year program. Even with new insti- 
tutions like the International Development Association and the Inter-American 
Development Bank, Paul Hoffman and the United Nations economists say that 
expanded U.S. aid is important. Despite the fact that an authorization for the 
Development Loan Fund is not in the pending bill this year, we urge the Foreign 
Relations Committee in its report to discuss the magnitude of the task of world 
economic development, and to take the lead in pointing out the goals which 


must be achieved in the next 10 years and the national effort needed to reach 
these goals. 


United States and United Nations technical assistance 


We urge this committee’s strong support for technical assistance programs. 
We are happy to see the administration is requesting a slight increase for the 
United Nations expanded technical assistance program and the United Nations 
special fund to match increased contributions by other countries. We urge you 
to authorize the full amount and to retain at least the 40-percent U.S. contri- 
bution to these extremely valuable programs. We are also happy to note that the 
administration is proposing to increase technical assistance programs for the 
newly emerging nations of Africa and to earmark $20 million of special assistance 
funds to improve education and training there. 


Malaria eradication 


We urge the committee to support the full amount programed under special 
assistance for malaria eradication. This program ought to be expanded as 
rapidly as possible, especially in Africa where it is still on a very small scale. 
We also support the program to improve community water supplies and 
strengthen international medical research with special assistance funds. 
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UNICEF 

We urge your continued strong support for the United Nations children’s fund 
and join in the statement Mrs. Virginia Gray is presenting to the committee on 
UNICEF. 
Indus Basin 

We hope the committee will give strong support to the proposed project to 
develop the Indus Basin and at the same time help solve a difficult political prob- 
lem between India and Pakistan. 


MORE ASSISTANCE TO REFUGEE PROGRAMS NEEDED 


We are now nearing the end of World Refugee Year proclaimed by the United 
Nations and supported by many governments around the world including our 
own. The World Refugee Year has stimulated great hopes among hundreds of 
thousands of refugees, and has helped mobilize the efforts of governments and 
private groups. 

Yet there is a strong feeling among church groups that our Government should 
do more for the World Refugee Year. At the annual meeting of Church World 
Service in Atlantic City, N.J., February 3-5, a message was sent to President 
Eisenhower which included the following comments: 

“World Refugee Year is nearing its end but the U.S. Government has yet to 
show decisive action through positive legislation. 

“TIT am commissioned by the board of managers of Church World Service, meet- 
ing in annual session in Atlantic City today, to reiterate the concern of the 


American Protestant church community that, although the United States is a 


cosponsor of World Refugee Year, it has yet to complete the responsibilities 
involved.” 

Last year Senator Humphrey’s motion to amend the mutual secrity authoriza- 
tion bill to appropriate $10 million for World Refugee Year was approved by 
the Senate. This amount had been recommended by the U.S. Committee for Re- 


fugees. In conference a decision was made to authorize the $10 million to be. 


taken from the eontingency fund. 

The administration to date has pledged only $4 million as our Government’s 
contribution to the World Refugee Year rather than the full $10 million. 

In addition the administration’s requests for funds for the ongoing programs 
of the United Nations High Commissioner for Refugees, ICEM, U.S. escapee 
program, and Palestine refugees are 23 percent less than last year. 

Yet there are still a million stateless refugees under the United Nations High 
Commissioner’s mandate, a million Palestinian Arabs, 250,000 refugees from the 
Algerian war in desperate need, a million Chinese refugees in Hong Kong. 
These and other refugees need food, shelter, clothing, medical supplies, educa- 
tion, and vocational training. 

We urge the Foreign Relations Committee to help increase U.S. efforts to help 
the world’s homeless: Two steps would seem feasible. 

(1) Strong encouragement to the administration in the committee’s report 
to allocate the remaining $6 million of the $10 million authorized by Congress 
last year for use during the World Refugee Year. 

(2) Reassessment of the amounts requested by the administration for refugee 
programs. For example, one and a half million dollars has been requested 
this year for the United Nations High Commissioner for Refugees. This is an 
increase of $400,000 over last year’s request. But since the High Commissioner 


proposes to use $600,000 for the new Algerian refugee program and $100,000 for: 


refugees from Egypt, the net effect is a decrease in U.S. support for the regular 
programs of the High Commissioner from $1,100,000 to $800,000. The High 
Commissioner could use increased funds. A $6 million supplemental program 
for Algerian refugees is planned of which $3 million would come from govern- 
ments and $3 million from private sources. A $12 million program for camp 
clearance, hardship cases, and nonsettled refugees living outside the camps and 
provisions for refugees in the Far East is planned if funds can be obtained. 
We hope the Foreign Relations Committee will increase funds for the United 
Nations High Commissioner for Refugees and other programs. 


MILITARY AID OPPOSED 


The President has requested $2 billion for military aid this year, 25 percent 
more than was requested last year despite congressional suggestions to reduce: 
this portion of the mutual security program. 
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Three years ago in studies on the foreign aid program, prepared for this com- 
mittee, U.S. military aid was criticized as aiding totalitarianism, slowing down 
economic development, increasing tensions among neighboring nations, and en- 
couraging military supremacy over civilians in newly independent countries. 
Those comments still seem relevant. 

We hope this committee will support those policies which will create the 
climate in which the arms race can be ended and the institutions of peaceful 
change strengthened. Two specific proposals in this field are S. Res. 94 to 
strengthen the International Court of Justice by removing the self-judging 
reservation and support for an agreement at Geneva to end nuclear weapons 
tests. 


POINT IV YOUTH CORPS SHOULD BE SET UP 


We hope this committee will amend the mutual security bill to include 
Senator Richard Neuberger’s proposal to study the establishment of a Point 
Four Youth Corps (S. 2908), which is sponsored in the House by Representative 
Henry Reuss. 

The field of world economic development offers a great new frontier in our 
generation. It calls young people to adventure and to serve their fellow men 
around the world. It provides a constructive outlet for young people’s energy, 
enthusiasm, and idealism. The Congress and the administration ought to study 
ways to harness and channel the efforts of young people, many of whom feel 
that at present there are no really adequate ways to render the kind of con- 
structive service they would like. It would give them a sense of purpose and 
challenge them to sacrificial service—as William James puts it, “the moral 
equivalent of war’—and would surely help to build a firm foundation for world 
peace. 

GREATER USE OF INTERNATIONAL DEVELOPMENT INSTITUTIONS 


We are encouraged by what appears to be a growing trend on the part of the 
United States to use international programs rather than bilateral programs in 
the field of economic development. Recent evidences include the increased back- 
ing for the International Bank for Reconstruction and Development and the 
International Monetary Fund last year, the creation of the Inter-American De- 
velopment Bank, strong support for the establishment of the United Nations 
Special Fund and U.S. leadership in setting up the International Development 
Association. 

Besides the obvious economy which results when U.S. dollars are pooled with 
contributions from other countries, multilateral programs have clear advantages 
in decreasing political considerations and emphasizing the basic economic and 
social needs of the nation or the region. Multilateral programs as a whole 
seem to be better received, and international lending institutions often find it 
easier to make suggestions for needed internal reforms or changes. 

Encouraging though this recent trend is, the predominant U.S. effort is still 
bilateral. For example, U.S. contributions through United Nations technical 
assistance programs are only about one-fifth of the sums channeled through 
the bilateral programs. The proposed 1961 contribution to the International 
Development Association is only about one-tenth of the sum requested for the 
U.S. Development Loan Fund. 

We hope this committee will encourage the trend toward channeling more 
assistance through international institutions, and will urge that the Soviet 
Union be challenged to do likewise. 

The task of world economic development is sufficiently complex to require the 
united efforts of all people. If it is treated as a sideshow or even the main 
event in the cold war, international tensions are created and economic develop- 
ment tends to suffer when decisions are made on the basis of military or political 
considerations rather than economic and social factors. 

Our Nation and the world stand at a critical juncture in history. We can 
use the atom for untold benefit to man or for his complete destruction. We are 
within reach of the day when hunger, disease, poverty, and ignorance can 
largely be wiped from the face of the earth. Our country, the world’s wealthiest 
and most powerful, has an unparalleled opportunity to exercise leadership to 
end the arms race, to build an ordered and stable international community, and 
to provide financial and technical help in amounts large enough to do the job and 
in a spirit of humility and thankfulness for the rich blessings with which our 
Nation has been endowed. We pray that we as a nation will be given the im- 
agination, the courage, and the will to meet the challenge before us. 
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Senator Green. I think that completes our hearing for today. 
There will be a meeting of this committee tomorrow morning at 10 
o’clock. 

(Whereupon, at 4:45 p.m. the hearing was recessed, to reconvene 
at 10 a.m., Thmieday: March 31, 1960.) 








MUTUAL SECURITY ACT OF 1960 


THURSDAY, MARCH 31, 1960 


Unirep States SENATE, 
ComMMITTEE ON Foreign RELATIONS, 
Washington, DC. 

The committee met, pursuant to recess, at 10 a.m., in room 4221, 
New Senate Office Building, Senator J. W. Fulbri ght (chairman) 
presiding. 

Present: Senators Fulbright (presiding), Sparkman, and Lausche. 

The CuarrMan. The committee will come to order. This meeting 
is a continuation of the hearings on the Mutual Security Program for 
fiscal year 1961. The first w itness today is Dr. N. R. Danielian, pres- 
ident of the International Economic Policy Association. 

Dr. Danielian, will you please come forward? I think you may be 
familiar with our procedure. We have a large number of witnesses 
and we try to limit the initial oral statement of each witness to 10 
minutes. You may offer, however, for the record a written statement. 
You will also be subject to questioning by members of the committee. 


STATEMENT OF N. R. DANIELIAN, PRESIDENT, INTERNATIONAL 
ECONOMIC POLICY ASSOCIATION, WASHINGTON, D.C. 


Mr. Danreian. I appreciate the courtesy of the committee. I want 
to express first my appreciation of the fact that the country at large 
perhaps does not know how much time these committees give to the 
consideration of these important questions. I know from personal 
experience that this committee has been sitting for weeks, and naturally 
there are time limitations. I would like the opportunity to have the 
statement printed in the record as if it has been read instead of in 6 or 
8 point type. 

The Cuatrman. The statement will be printed in the record, but 
the general style of printing prescribed by the Government Printing 
Office will have to be followed : 

(The statement referred to follows :) 


TESTIMONY OF N. R. DANIELIAN, PRESIDENT, INTERNATION AI 
ASSOCIATION 


, ECONOMIC POLICY 


I wish to express my appreciation to the committee for giving me this oppor- 
tunity to appear for the third time in as many years in support of the Mutual 
Security Program. 

I am appearing today in behalf of the International Economic Policy Asso- 
ciation as its president. This association is a private, nonprofit, nonpartisan 
business league. Its membership consists of American companies and individuals 
with a common interest in encouraging the development of effective U.S. inter- 
national economic policies and programs, to bolster the national security and to 
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stimulate the development of economic institutions abroad, including private 
investment and widespread ownership of private property, as a countermeas- 
ure to the rampant development of statism and authoritarian systems spurred by 
Communist and national socialist ideologies. 

The association was formed in 1957 right after Sputnik No. 1 went up. This 
event established a fact that many of us had feared during the preceding 10 
years, that technological developments had created a probable stalemate in 
military power between the Soviet bloc and the Western Alliance. Short of a 
maniacal mistake, this condition of “deterrence of terror,” the organizers 
of the association felt, would probably require coexistence, and that therefore 
the struggle between totalitarian systems and free economies would continue 
in an intensified form in the area of political and economic institutions. 

That our premise was correct is generally accepted now, for no one but a 
madman would think of using military power to settle disputes between the 
major military blocs; hence, everyone seems to agree that the struggle between 
the two contending systems will continue in the area of economic and political 
institutions, particularly among the independent and uncommitted nations of 
the world. 

The United States is therefore confronted with the necessity of reexamining 
its international economic policies to determine whether they are designed to 
accomplish our national objectives against the Communist determination to 
subvert country after country and establish monolithic forms of government and 
economy. 

To assist in this reexamination the association has adopted the following 
four basic yardsticks, whereby to evaluate proposed policies and programs: 

1. The maintenance of an adequate deterrent power, including the coopera- 
tion of necessary allies, must be insured. The best that this can buy, however, 
is competitive coexistence. 

2. The strength and continuous growth of our domestic economy must be pre- 
served. Our annual gross national product is the foundation upon which the 
deterrent power and safety of the Western Alliance, the tax revenues to support 
the necessary military effort, and the capital expenditures necessary to sustain 
the development program in underdeveloped countries, are made possible. An 
adequate rate of growth in gross national product may be defined as that rate 
which is consistent with technological advances and productivity and sufficient 
to absorb the annual increments to the labor force in the United States. 

3. The third principal which we have adopted is that we must be equally 
concerned with the viability of the economies of our allies and assist in the 
economic development of underdeveloped countries, with particular attention 
to the creation of complementary rather than competitive economies. This is 
necessary to maintain the voluntary community of free nations in a workable 
union of mutual interest. 

4. Finally, we believe that these objectives should be achieved mainly within 
the framework of private ownership of property and private enterprise, for 
these are the historical foundations upon which the institutions guaranteeing 
individual freedom, protection against arbitrary action of government, and 
parliamentary representative governments have developed. 

By institutions of private ownership and private enterprise, I do not mean 
to restrict them to U.S. enterprise alone, nor do I necessarily confine them to 
corporate enterprise. They must include private ownership of land by small 
farmers, shops by small businessmen, cooperative enterprises in the villages 
and towns, native corporate enterprises as well as foreign; for the protection 
of private property is basic to the preservation of all these institutions against 
arbitrary actions of the Government. It also protects the organization of free 
labor unions, for we know now that freedom of labor cannot exist except in an 
economy of private ownership enterprises. 

By this program, involving the purposeful multiplication of many privately 
owned employment units, we hope particularly to help develop the middle class, 
which is the group which, generally in the history of Western civilization has 
stood up and fought for the preservation of free representative institutions. 
Communist theory has sworn to destroy this middle class and I believe our pro- 
grams should try to build it up. 

We try to evaluate the proposals of the Government in the light of these four 
principles. Applying these yardsticks, we support the military aspects of the 
Mutual Security Program. If in the light of our technological position today 
our military authorities feel that we must have bases in different parts of the 
world to secure our deterrent power, then I believe we must support their posi- 
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tion. This does not mean to say, of course, that there cannot be arguments 
with regard to the quantity and quality of implements supplied, or even with 
regard to the geographical allocation of such military assistance. There can 
be legitimate arguments on these points. 

A civilian outside the secret councils of Government is at a disadvantage in 
passing judgment on these subsidiary questions. Thus, whether $700 million 
more is necessary this year than last, or whether more assistance is required in 
Europe, Formosa, and Vietnam than in some other regions of the world, is a 
question of detailed strategy on which we on the outside can have no valid 
judgment. We can legitimately wish and hope, however, that, as Western 
Europe has sufficient resources to buy equipment for the modernization of their 
weapons, arrangements could be made to achieve this result. 

The economic phases of the Mutual Security Program must be reviewed in 
the light of the other three principles which we have adopted as yardsticks; 
namely, the effect upon our domestic economy, the effect upon our allies, and the 
effect upon the institutions of private property and individual freedom. 

Undoubtedly underdeveloped countries can use enormous amounts of injec- 
tion of capital. We would be on a more solid basis in approving these programs 
if the evidence showed that our contributions were proportional to the produc- 
tive capacity and ability of the Western Alliance. Until the International De- 
velopment Association was recommended, with the exception of small amounts 
contributed to the Colombo plan, there was little in the way of Government aid 
plans among the other industrialized nations of the world. We favor therefore 
greater sharing of this burden with our more fortunate allies. We commend the 
efrorts being made by the State and Treasury Departments in this direction. 

As to the effect of the economic-aid program upon our domestic economy, there 
is now much doubt that the present machinery for the transfer of credits and 
purchasing power to foreign accounts can be continued indefinitely without a 
sharp and serious reaction upon the U.S. financial position and stability of the 
dollar, in view of the fact that our current accounts in goods and services exports 
are inadequate to cover the private and public capital transfers that we are 
making internationally. 

I shall not review here the basic facts of our balance-of-payments situation 
which are well known to this committee. There is no time to analyze in detail 
the very erudite discussions that have taken place in the past several months by 
very distinguished authorities on the subject. I refer to the article written 
by the Secretary of Treasury in Foreign Affairs Quarterly; the thorough 
analysis of the Committee on Economic Development on the balance-of-paments 
problem; and papers submitted by Professor Haberler, of Harvard; Professor 
Kindelberger, of Columbia; Mr. Neal, president of the Committee on Economic 
Development at the recent Conference on Trade Policy; and the discussions of 
this subject before the Congressional Joint Bconomic Committee by Professor 
Triffin, of Yale. All of these agree: (1) that the imbalance of payments is 
excessive, and (2) that it cannot continue. They also agree on the causes: 
our military expenditures abroad, our transfers of capital on private invest- 
ment and Government-aid accounts, and the increase in imports in relation to 
exports. 

Unfortunately, they cannot agree on remedies. This is not surprising. There 
is a saying in academic circles that a fact must be established at least 15 years 
before universities will give it the dignity of respectable academic recognition. 

Their predilection in the present instance is even more difficult because con- 
ditions around the world require reexamination of some basic concepts and 
premises of “classical” economic theory, originated in Great Britain during the 
19th century, with which most U.S. economists, including the witness, have 
been indoctrinated for the past 50 years. 

As we are now concerned with the strength and continued growth of the 
U.S. economy, as a foundation for the maintenance of our deterrent power, and 
our capacity for sustained competition with Communist systems, we cannot 
wait for 15 or 50 years before economic theory catches up with realities of 
today’s world. 

One of the basic policies of the United States since 1945 has been to make 
massive amounts of purchasing power available to other countries for two 
purposes: to buy the goods they needed here for current consumption and for 
reconstruction, first in Europe and now on a worldwide basis; and to build up 
their monetary reserves in this country to finance their commercial transactions. 
Beginning with UNRA, the British loan, the Bretton Woods agreements result- 
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ing in the International Monetary Fund and the World Bank, the Marshall plan, 
the mutual security program, and the subsidiary institutions that have been 
sponsored under the various statutes, money and credits have been made avail- 
able to other countries on a substantial scale. 

As long as this country was the only place, during the early part of this 
period, where much of the goods and services needed could be purchased freely, 
the transfer of purchasing power under these programs resulted in an expansion 
of exports. Beginning in 1950, however, these countries started, in addition to 
buying goods here, to use part of the receipts to build up dollar balances which 
they placed in bank deposits or bought short-term treasury notes, or invested 
in other liquid forms and in some cases they preferred to take the money 
out in the form of gold. 

In the ease of the Marshall plan the transfer of purchasing power took place 
directly to the European countries and they could buy goods in the United States 
or anywhere else, or accumulate deposits in New York. In the case of the 
economic phases of the Mutual Security Program this happens indirectly. We 
make the credits available to aided countries, they can spend these moneys in 
Japan, or Europe and these countries are then in a position to use these dollar 
earnings either to buy gold here or to build up their dollar reserves. From 1950 
about $14 billion have been so accumulated by other countries, about $8 billion 
of it in 1958 and 1959. 

The real question therefore is, why don’t they spend more of these dollars 
that come into their possession for purchases of goods in the United States, 
instead of building up their reserves or buying gold? And the question from 
the U.S. point of view is, What is the effect of this development upon the U.S, 
economy ‘and does it fulfill the real purposes of the economic-aid program? 

The first question is not adequately answered yet. There is much contention 
as to whether we have priced ourselves out of world markets. There have been 
a few attempts to compare price and wage indexes, to show that our prices, in 
the past few years have not gone up any faster than others. This is meaning- 
less, as commercial trade takes place on concrete, individual prices, and not on 
price indexes. If a piece of equipment costs $50 abroad in 1950, but could not be 
obtained abroad because of shortage of capacity and the same equipment 
costs $75 in the United States where it was easily procurable, the goods were 
purchased in the United States. However, if by 1959 the prices went up 50 per- 
cent in both places, the price abroad would be $75 a unit, and in the United 
States, $112,50; the spread increasing from $25 per unit in 1950 to $37.50 in 1959, 
In the meantime, because of increased productive capacity, the product is now 
available abroad. Although the price index in both places has gone up from 
100 in 1950, to 150 in 1959, is there any doubt in any one’s mind that this item, 
other things being equal, would be procured abroad? 

This is a hypothetical case, but it shows that price index comparisons are 
meaningless. Yet, that is the only kind of study that has been available, and 
on that basis, it is stated that there is no evidence that we have priced our- 
Selves out of world markets. Interestingly enough, however, when DLF an- 
nounced last October that greater emphasis would be placed on U.S. procure- 
ment, spokesmen from ICA opposed the move and used the primary argument 
that if such policy be followed, U.S. aid dollars would buy at least 25 percent 
less, presumably because U.S. prices are that much higher than abroad. This is 
one argument that we can’t have both ways. 

The answer is, perhaps, that our policies have been too successful. We have 
solved the industrial reconstruction problem of our allies; we have also given 
them enough additional dollars to build up their reserves here. We, therefore, 
no longer hear of the “dollar gap,” a term frequently used in sophisticated eco- 
nomic discussions of a few years ago. Having solved that problem, we have 
created one of our own, the balance of payments problem. It will be interesting 
to see whether the continuance of the same policies, military, and economie 
loans and grants, with offshore procurement, which was designed to put dollars 
in the hands of our allies, if continued unchanged, will have the salutary but 
reverse effect of putting dollars back into our hands. I should be surprised 
if they could work both ways. 

There is, of course, great pressure to continue these policies. Their effect is 
to increase European and Japanese exports financed by U.S. taxpayer credits. 
The proceeds then are invested in the United States. Thus those countries can 
convert current exports into capital investments in the United States. Under 
our system of respect for contracts and private property, such accumulation 
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of investments in the United States is much safer, even if the return is only 
4, 5, or 6 percent, than similar investments in underdeveloped countries. 

From the U.S. point of view, however, having helped achieve industrial recov- 
ery and eliminated, by grants and offshore procurement, the “dollar gap” 
problem, there are no longer the same compelling reasons for the policies of 1945 
and 1948. 

Therefore we should give more sympathetic hearing to the plea of the Secretary 
of the Treasury to control this situation without creating an economic recession 
or a financial crisis. It is no use in telling him, as so many of the academic 
studies do, that we should stabilize or even lower prices, to become more competi- 
titive in the world. Even if there were a recession, it is unlikely that costs of 
manufactured products, the kinds needed in the development of underdeveloped 
countries, would go down any more than they did in 1958. The Secretary of 
Treasury cannot revise labor contracts or open the country to large scale 
immigration, in order to force wages down (one shudders at the thought of the 
industrial civil war this would cause). The Secretary of Treasury has only two 
instruments he can use (1) the interest rate; and (2) the amount and geograph- 
ical allocation of Government expenditures. 

And yet, he is criticized for trying to use the only two instruments he has 
to prevent an international crisis of untold consequences. He is not allowed 
to offer more than 44 percent interest to encourage our foreign creditors, who 
have the power to embarrass us if they should decide to withdraw their deposits 
in the United States, to keep them here on a long-range investment basis. 

The Secretary has also been criticized for trying to control the amount of the 
Federal budget, and the geographical allocation of Government expenditures 
abroad, Yet those are the only instruments he has to control inflation, which 
would surely price us out of world markets, if we have not already done so; and 
to control the continued accumulation of foreign demand deposits in the United 
States which puts the stability of the dollar at the mercy of worldwide psycholog- 
ical factors of faith and fear. We are, even today, the beneficiaries of the tradi- 
tional concern of the creditor for the welfare of the debtor. 

There can be no question that purchasing power which is obtained from tax 
money or through the sale of bonds by the Treasury and transferred to foreign 
account, which is not used to buy U.S. goods, but is left on deposit in the banks 
or is used to export gold—there is no question that the effect of this must 
surely be to slow down the rate of operation of U.S. industry. Considering the 
amount of time given to the discussion of this question of rate of growth of 
U.S. industry, it is surprising that so little attention has been paid to this 
very substantial influence on the rate of growth of U.S. production. The trans- 
fer of purchasing power without creating demand for U.S. products must neces- 
sarily be reflected in the unused capacity and the unemployment that seems to 
be a persistent characteristic of our economy even today. 

One must also consider the effect of this upon the purposes of the economic 
phase of mutual security. Is that purpose to provide credits to other nations 
so that they can sell goods to underdeveloped countries, or should the purpose 
be to put our industrial capacity and know-how in the service of the under- 
developed countries. Whereas there is definite limitation, admitted by such 
high authorities as the Secretary of Treasury, that we cannot continue in- 
definitely paying out more dollars than we receive from abroad, and there is 
definite limitation therefore on our ability to transfer credits and gold, there 
is no limitation, except our productive capacity and our willingness to tax our- 
Selves, to the extent of economic assistance we can give to underdeveloped coun- 
tries. If we can only use our plant capacity 7 days a week instead of 5, we 
would increase in those industries our production by 30 percent. If they go on 
double shift, production may be increased by nearly 100 percent. The limitation, 
under full employment, would be labor supply. If we can put 4 million out of 
the 5 million unemployed behind the lathes, drills, and the milling machines, we 
would increase our gross industrial production by more than 10 percent. This 
would increase our gross national product, our tax revenues, and would put us 
in a position to satisfy the needs of underdeveloped countries with proportion- 
ately less impact upon our budget and international payments. 

I think we do our mission as the industrial leader of the world and the most 
humanitarian nation, willing to share our good fortune with other countries, an 
injustice by limiting to credit and gold our capacity to give, instead of focusing 
our attention on our productive and creative talent, technology, and unutilized 
factory capacity. 
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This problem is similar to agricultural surplus disposal, that was dramatized 
as “food for peace.” But we have a similar surplus in labor and factory capacity. 
And the cost of unemployment insurance, and the loss of tax revenues from 
nonproduction, is probably several times that of storing surplus wheat, corn, 
and cotton, and much more costly in human dignity. Although “food for peace” 
is accepted as a humanitarian program, any mention that idle factory produe- 
tive capacity is just as ready to help in the worldwide challenge of poverty is 
immediately attacked as “illiberal” or “protectionist.” 

What I am saying in effect is that the instruments being created for the trans- 
fer of credits and ownership of gold, if unmatched by the exports of capital 
goods and know-how from the United States, are inadequate to meet the chal- 
lenge of the times. They are not designed to mobilize fully U.S. know-how and 
technology. They are related not to our capacity to produce but only to our 
capacity to lend. Most disturbing of all, if uncorrected, we may not be able 
to continue our military and economic commitments abroad so essential to the 
presentation of free world alliance. 

Is there an alternative approach, particularly in the light of the proliferation 
of lending agencies that we have created in the past several years? Is there some 
way in which we can coordinate these agencies into a program, not merely for 
making money available, but for a national mobilization for peace production? 
Is there not room here for the establishment of a Council on Mobilization of 
Production for Peace whose purpose will be to guide the procurement policies 
of these financial institutions into countries, areas, and industries where there 
is unused production capacity, and where the balance-of-payments considerations 
will not set artificial limitations on a country’s capacity to aid? 

To conclude this part of the discussion it should be obvious that an aid pro- 
gram which results in foreign accumulation of reserves, ownership of bonds and 
stocks or real estate in the United States, or the export of gold has a slowing 
effect on U.S. economic growth; it limits our technological, managerial, and 
capital goods contributions to the task of economic development; and cannot 
continue indefinitely. If, to prevent the deterioration of our international finan- 
cial position, we have to retrench, as between military assistance, militarv 
expenditures, economic aid with offshore procurement, we could do worse than 
shift our concept of giving from credits and gold to giving goods and services. 

The question remains whether our programs abroad, in the institutional frame- 
work within which they are carried on, create the conditions which will oppose 
Communist subversion. We have adopted “economic development” as a weapon 
against poverty and against communism. We are all for helping underdeveloped 
countries to achieve improvement of living conditions, but we must not confuse 
a humanitarian program with an economic and political weapon to protect con- 
stitutional government and to oppose communism. 

It is conceivable that some countries, as those which are overpopulated, may 
absorb billions of dollars of aid and even achieve appreciable improvements in 
their living conditions, but this still may not prevent Communist takeovers, 
because, after all, a man whose annual income has gone from $50 to $100 a year 
will not be any less subject to propaganda and enticement of Communist agitators 
and organizers. 

You will observe, visiting various countries, that we are engaged in building 
technological monuments, hydroelectric plants, mining enterprises, communica- 
tion systems, harbors, roads, etc.; but the Communists are busily engaged in 
organizing railroad workers, communications workers, mineworkers, public em- 
ployees, and university students. They have their cells, composed of human 
beings, with desires, ambitions, and ideologies set to organize Communist coups 
d’etat or even to win elections. 

Much of our programs are channelized through governmental agencies, as are 
the Russian aid programs. In each case the foreign government ends up as a 
principal employer of labor, employment by the government becoming the end 
ambition for the educated young people in the community. This, I submit. if 
followed in the next 10 years as in the past, will not create the conditions of 
freedom in those countries and certainly will not create the social forces within 
them to oppose Communist subversion. 

As a nation, we cannot afford to adopt a statistical and institutional impossi- 
bility as a national strategic objective. 

Economic growth as a strategic weapon in the struggle of political and eco- 
nomic institutions between free societies and Communists, without adequate 
attention to the structure of societies to be created, and without building up & 
class in those societies who are willing to stand up and fight for stability, con- 
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stitutional governments, and for the protection of private rights, is a serious 
strategic error on our part. As we cannot solve, with our contributions, all of 
the economic ills of underdeveloped countries, we should perhaps adopt more 
limited objectives, using our resources as seed money to encourage those insti- 
tutions in the various countries which will bring forth the greatest desire for 
self-help, the best mobilization of the human resources and the creation of a 
elass—call it the middle class, if you wish—who will have a vested interest in 
opposing communization. 

The points made heretofore bespeak for a new approach to this aid program. 
This has been advocated by Mr. Donald David, of the Ford Foundation, by Mr. 
Harold Boeschenstein, chairman of the Committee on World Economic Practices 
of the Business Advisory Council, and others, who have been searching for an 
institutional framework within which U.S. private enterprise can join with 
private groups of other countries, and with the help of our know-how, part U.S. 
Government capital, part private capital, and in countries where it is possible, 
part local capital, to build up corporate institutions, development associations, 
even cooperative groups not controlled by the central government. 

We are haltingly moving in this direction, and this is to be welcomed. The 
Development Loan Fund and Public Law 480 funds are being used to encourage 
establishment of local private enterprise and to develop finance corporations 
which in turn lend money to local industry. This is the right direction. It has 
not yet achieved the status of a national policy whose dual objectives would be 
to mobilize our talent and technology in conjunction with local resources of men 
and materials. 

In conclusion, I will summarize our attitude toward the Mutual Security 
Program: 

1. We support the military aspects as necessary to our deterrent power, leav- 
ing the question of amounts of money to congressional committees and expres- 
sing the hope that other industrial countries can take on a larger share of 
financing this work. 

2. We support the principle of economic aid of underdeveloped countries, with 
greater preference for project assistance under private auspices, rather than 
government to government loans, and proportionally greater participation by 
other industrial countries. 

8. We do advocate definitely serious exploration of ways and means of mobiliz- 
ing U.S. productive capacity in the interest of accelerating our rate of growth, 
improving our international financial position, and sustaining the Federal budget 
through increasing tax revenues from such economic growth, thereby underpin- 
ning both the military effort of the free world, as well as our capacity to aid 
other countries. It is necessary therefore to scrutinize carefully the conditions 
under which funds are made available to and by national and international 
institutions. 

4. We should adopt the definite program of encouraging the development 
abroad of the middle class through channelization of our aid programs through 
private agencies. This, of course, does not apply where public services are in- 
volved such as harbors, roads, hospitals, and in some countries railroads and 
power companies which are already government owned; but it should apply to 
other areas of assistance which are more efficiently and productively organized 
under the impetus of private initiative, providing a chance for larger and larger 
numbers of natives becoming private entrepreneurs. 

5. As both the Communists and the West promise “economic growth” to un- 
derdeveloped nations, the only difference is which system will give the greatest 
results in the shortest possible time and under what institutional framework the 
program is achieved. Since the Communists, once they take over a country, can 
force savings through discipline and controlled wages and prices, it is not cer- 
tain that a competition based purely on promised rates of growth, without regard 
to the institutional aspects, will put us in a very strong competitive position in 
the next 10 to 20 years. It seems to us that in our national policies and pro- 
nouncements we must emphasize these differences—national independence in 
their external relations and respect for private rights internally. When Mr. 
Mikoyan was in Cuba, he boasted that Russia not only expropriated private 
property but did not compensate for it, whereas our policy is merely to insist 
that pronerty owners be adequately compensated. We accept, in fact, the right 
of a country to expropriate. This is not enough of a difference between Com- 
munists and our policies. We must insist that security of person and property 
is basic to free societies, and differentiates democratic civilizations from Com- 
munist and national Socialist systems. 
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6. We must realize that neither the policy of noninterference in the internal 
affairs of other countries nor a simple reliance on democracy can prevent the 
subversion of independent nations through internal Communist conspiracies. 
In fact, there is a contradiction in policies which on the one hand proclaim non- 
intervention and on the other oppose internal subversion. Our dilemma in this 
respect is best illustrated in Cuba. The suggestions made in this paper would 
make it possible to adhere to both of these principles provided that we take 
steps through our economic development programs to encourage the growth 
of a middle class in the countries receiving aid. Then the opposition to Com- 
munist subversion would come not merely from dictators or from the Army, 
with consequent reflection upon our policies, nor from American-owned interests 
alone, but it would come from indigenous native forces. 

7. This program cannot be successful unless it is also accompanied by an 
extensive educational program among the students, teachers, educators, labor 
leaders, the native business community, not only in technology but in the basic 
philosophy of constitutional government founded upon the protection of indi- 
vidual rights. More emphasis should be placed, in policy and appropriations, 
including the use of local currencies, to the educational aspects of this program. 

I believe that if these principles are adopted our capacity to render aid would 
be increased. Our economy will keep pace in its growth with that of Russia. 
The assistance given to underdeveloped countries will be more effectively utilized 
and we will have created a class of people in those countries who will themselves 
stand up and protect individual rights and oppose Communistic leadership. 


MAINTAINING DETERRENT POWER 


Mr. Dantevian. Summarizing the views of the International Eco- 
nomic Policy Association, we have been studying the Mutual Security 
Program and other economic programs of the U.S. Government, and 
in the evaluation of these programs we have developed four stand- 
ards of judgment; namely, the necessity of the maintenance of the 
deterrent power of the United States, including such aspects of mu- 
tual security that will secure for us the necessary bases in other coun- 


tries which may be required under the present technology of the 


military arts. 
MAINTAINING ECONOMIC STRENGTH 


Secondly, the maintenance of the strength of the U.S. economy, 
which is the foundation of the strength of the Western alliance; 
the maintenance of the growth rate which may be defined as a rate 
sufficient to absorb the improved productivity due to technological 
advances, plus sufficient growth to absorb the increment to the labor 
force which comes into the market year by year. 

In the third place, we appreciate very strongly that the maintenance 
of a viable economic system among our allies is just as important as our 
own strength, and therefore we lito close attention to such policies 
as will maintain the strength of our allies, including the development 
of the economies of independent and friendly underdeveloped 
countries. 

In the fourth place, and this is an item which has not received 
sufficient emphasis in the discussion of the questions of economic 

owth, we believe that in the long run institutions of personal secur- 
ity and freedom and democracy, the institutions of free society are 
better served if there is a multiplicity of employment units instead of 
the monolithic Communist or national Socialist systems, and that such 
institutions are best developed through the securing of standards, 
legal and constitutional standards, which protect private property 
and the individual safety. 
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MAINTENANCE OF PRIVATE ENTERPRISE AND FREE LABOR UNIONS 


That means a greater emphasis to the institutions of private enter- 
prise abroad. By that we do not necessarily mean American enter- 
prise, but also native private enterprise. We believe that these insti- 
tutions are necessary to protect not only purely business interests but 
also the native farm interests, the native commercial interests, coopera- 
tives, and so on. 

Furthermore, we believe that free labor unions cannot exist in a 
monolithic society, but that a multiplicity of employment units 
through private organization is a necessary condition of free labor 
unions. 

Applying these four standards of evaluation to the mutual security 
program, we come to the conclusion that the military phases of this 
program should be supported, leaving of course to experts and con- 
gressional committees questions of amounts of money and the geo- 
graphical allocation of these funds, because, after all, private indi- 
viduals on the outside have no access to the necessary confidential 
information upon which these judgments must be based. 

On the question of economic aid, we of course favor economic aid, 
but being flexible in our evaluation from year to year, I think this 
year there are certain new conditions that have arisen that require 
much greater study and emphasis than perhaps have been given. 


BALANCE OF PAYMENTS PROBLEMS 


I refer, of course, to the very esoteric question, the balance-of-pay- 
ments problem and its impact upon the growth rates of U.S. economy 
and our ability to continue the aid program under present conditions 
and institutions. 

In the second place, the question of the development of underdevel- 
oped areas, the so-called economic growth, as an instrument of politi- 
cal policy, should be very carefully evaluated under the third and the 
fourth of our principles; namely, whether these economic growth fac- 
tors will in the long run insure the development of free and demo- 
cratic societies, and, finally, we like to emphasize the importance of 
considering or looking at the various aspects of the problem, whether 
or not they are creating institutions in those societies which in the 
long run will protect the individual against the encroachments of the 
state. 

First, coming back to the question of balance of payments, it is our 
feeling that perhaps we are going through a transitional period, the 
importance of which is not adequately appreciated. Since 1945 we 
have developed programs which have two purposes in mind. First, 
to create industrial reconstruction in these different countries and, 
second, to give them enough dollars to buy goods in the United States, 
the so-called dollar gap. These two problems have been solved at 
the moment through the variety of instrumentalities we developed 
from UNRRA on to the mutual security program. 

Having solved these problems, perhaps we should take a second 
look at the instrumentalities, the habitual instrumentalities with 
which we have been handling this problem, and we should perhaps 
concentrate more on the question of what we can do to mobilize U.S. 


productive capacity to put to the service of the underdeveloped coun- 
tries. 
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In other words, perhaps we have more goods to give to the world 
than we have credit and gold. And it would be unfortunate if the 
capacity of this country to aid underdeveloped countries is limited 
to our capacity to lend money and to export gold. I shall not review 
the conditions of our balance of payments which are well known to 
this committee. But I think the various authorities that have written 
on the subject agree that the situation cannot continue. ‘They do not 
agree on the solution to the situation. 

I would like to make a plea to this committee to consider very 
seriously the applicability of the financial institutions created, which 
in all instances appear to be means of transferring credits and pur- 
chasing power. I would like this committee to consider very seri- 
ously the impact upon the domestic economy. I think one must agree 
that if you could utilize the spare capacity in industry and unem- 
ployed people in this country to produce goods, we would be in a better 
position to support the national debt and the national budget, and I 
believe we would probably be in a better position to give more capital 
goods to other countries for their development program. Now if this 
does not happen through the existing machinery, then I think per- 
haps some thought should be given as to what new approach could 
be adopted that would put our productive capacity to the service of 
other countries. 

I would like to perhaps exemplify this by the case of a man going 
to the country store and asking for a $10 bill as a loan and saying 
“Well, I would like to have it in a goldback, a yellowback $10 bill,” 
and the grocery store owner looking at his till, and saying, “I don’t 
have a goldback, but I have lots of foods on my shelf, and if you want 
to be tided over I will be glad to give you cans of food and other 
products that I have on my shelves.” 

Now we may be in that situation. We may have more goods and 
capital to give than gold and credit, and I would hate to see the for- 
eign-aid program artificially limited by a banking and credit and gold 
restriction, because this obligation of ours is of long duration, if the 
conditions under which we must make the aid available will last, and 
I believe they will, 10 or 20 years. We must think in terms of ma- 
chinery whereby our productive capacity can be put at the service of 
underdeveloped countries. 


CHANNELING AID THROUGH PRIVATE ORGANIZATIONS 


The CuHamman, Mr. Danielian, I must remark your time is up. 
Could you conclude your oral statement ? 

Mr. Danteian. Yes. Now on the second point—on the question 
of the economic growth as an instrument of policy, particularly as an 
instrument of say institutional struggle between Communist societies 
and democratic societies, I think serious thought should be given 
whether the channelization of this aid through multiplicity of private 
organizations would not be more effective in creating a class in those 
societies—you might call it the middle class—who in the protection of 
their own rights and privileges will be inclined to oppose the Com- 
munist subversions internally. That concludes my oral statement. 

The Cuarrman. Senator Sparkman, do you have any questions ? 

Senator Sparkman. I would yield to Senator Lausche first. 

The Cuarrman. Senator Lausche? 








sh 
de 


fa 


or 
mi 





aw PE 


rae Ww > 


MUTUAL SECURITY ACT OF 1960 971 
PREVENTING THE ELIMINATION OF THE MIDDLE CLASS 


Senator Lauscue. Yes, I have a few questions. You have spent 
considerable time making the point that in the granting of aid we 
should aim to develop an economic system that will in the maximum 
degree recognize the good that comes from the private ownership of 
farms, stores, businesses, and other enterprises. 

Mr. Danreian. Yes. 

Senator Lauscur. And you are of the belief that in a democracy 
or a system of government such as we believe in, it is essential to 
maintain the middle class. 

Mr. Danievian. As a matter of fact, if one reads the history of 
the development of representative institutions in Western civilization, 
they evolved on the basis of the farm ownership and the small business 
and commercial people who wanted to protect their interests, and 
they insisted upon representation in Parliament; opposing taxation 
without representation, which was their way of protecting themselves 
against the arbitrary encroachments of the king, was the basis upon 
which representative government developed in England, for instance. 

In the second place, I think it is well known as a premise of Com- 
munist theory that one of the first things they want to do is eliminate 
the middle class, and in all their policies all around the world they 
try to degrade the middle class. And having eliminated the middle 
class, they will bring about class struggle between the so-called pro- 
letariat and those at the other pole of the economic system. 

Now I think stable governments will be developed only to the 
extent that a middle class, with a small but certainly to them satisfying 
degree of interest in the political stability of the country, is developed 
and is willing to fight for their rights. 

Senator Lauscur. The Marxist-Engel theory contemplates the elim- 
ination of the middle class first. 

Mr. Dantevian. That’s right. 

Senator Lauscue. And then the contest develops between the big 
and powerful and the peasants and ordinary people. 

Mr. Danre.ian. That’s right. 

Senator Lauscur. And you are proposing that the very purpose of 
the Communists to eliminate the middle class ought to indicate to us 
that we should proceed to make certain that the middle class shall 
not be eliminated. 

Mr. Danievian. Yes, and you should encourage its evolution 
through the channelization of our aid programs through institutions 
that do encourage the development of that kind of a group in these 
emerging societies. 

Senator Lauscuer. On what source do you predicate your statement 
that “Communist theory has sworn to destroy this middle class and I 
believe our programs should try to build it up.” 

Mr. Danrmrtan. Well, I think anyone that has studied even in ele- 
mentary economics the socialist and Communist, I mean the Marxist 
theory, knows that the elimination of the middle class is a primary 
objective of Communist subversion, I think that this is worked in 
different ways in different countries. For instance, I just came back 
from a long trip in South America. I think you will find there a con- 
tinued propaganda for Government employment, wage scales that are 
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inflationary, inflation which is destroying the middle class, thereby 
creating these divisions and tensions in their social structure. I am 
quite certain that there are hidden persuaders in this situation, because 
they believe that in that way they can create these social tensions. 


DETERMINING ECONOMIC AID CONTRIBUTIONS OF WESTERN ALLIANCE 


Senator Lauscusr. Now then, I observe that you advocate that we 
would be on a more solid basis in approving the programs of economic 
aid if the evidence showed that our contributions were proportional 
to the productive capacity and ability of the Western Alliance. 

Do you mean by that that the contributions should be made on a 
multilateral basis and be proportionate to the productive capacity of 
the different nations that are able to help ¢ 

Mr. Danteian. Whether they should be multilateral in the sense 
of an organizational structure is a separate question of administration. 
But I believe that greater contributions can be made and productive 
capacity is perhaps as fair a basis of division of this obligation as any. 


BALANCE OF PAYMENTS PROBLEM 


Senator Lauscur. Now you seem to be concerned about the imbal- 
ance of payments, and you refer to the recent papers and statements 
made by distinguished economists, and out of that you draw this final 
conclusion : 

All of these agree: 

1. That the imbalance of payments is excessive ; and 

2. That it cannot continue. 

They also agree on the causes: our military expenditures abroad, our transfers 
of capital on private investment and Government-aid accounts, and the increase 
of imports in relation to exports. 

Will you elaborate on that phase of your statement ? 

Mr. Danrevtan. I am sure you have a record about this in the com- 
mittee indicating that our military expenditures abroad are running at 
the rate of about $3 billion a year, and that transfers of private capital 
have been taking place at the rate of about $2.5 billion a year, and for- 
eign aid programs about 2.6. And of course the import-export rela- 
tionship has changed radically in 1959. Now, in 1959 our imports were 
$15.2 billions, our exports $16.2 billions. There is a hidden error in 
those export figures that have not been brought out before anywhere 
that I have seen, namely, that about a billion of that 16.2 is in the form 
of farm surplus disposal under Public Law 480, so that there are no 
dollar revenues to compensate for that. 

Senator Lavuscue. Let’s get this clear for the record. That is, in 
the $16.2 billion of exports, there is included about $1 billion in sur- 
plus agricultural commodities. 

Mr. Danrevian. About a billion, yes. 

Senator Lauscue. Of the value of the surplus food ? 

Mr. Danrerian. That’s right. 

Senator Lauscue. That we export? 

Mr. Danrerian. That’s right. 

Senator Lauscue. And if you took that $1 billion out, the imports 
would exceed the exports. 

Mr. Dantertan. That is right. 
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And if you took out also exports financed by the various aid pro- 
grams, and there is no estimate of the amount of that—I have tried 
to get it from various agencies, I cannot get it—but then the general 
theory has been that about 50 percent of our foreign aid is procured 
here and 50 percent elsewhere. If you apply that general standard, 

ou would probably have another billion or billion and a half of 

that $16.2 billions financed by aid programs. So that actually on a 
purely commercial import-export basis, we have been running at a 
deficit on our current import-export account. 

Senator Lauscue. Isn’t it a fact that that imbalance is further 
aggravated by the existence of our military forces in foreign lands 
and the money spent by our numerous tourists visiting foreign lands, 
and that the dollar possession in foreig:; lands now are far in excess 
of the dollars that might be owed to us for ovr exports? 

Mr. Dantewian. Yes, I think that those facts are fairly widely 
known. As the situation stands now, we have about—well, in 1958 
and 1959 our deficit in balance of payments amounted to about $7.5 
billion in those 2 years, and the foreign balances in the United States 
are estimated at around $19 billion including our obligations to inter- 
national institutions, of which about $3 billion is obligations to inter- 
national institutions, about $9 billion Government-held accounts in 
the United States. As against that, we have about $19.5 billions in 
gold, of which about $12.2 billions are required as reserves to our cur- 
rency and credit, leaving free gold of about $7 to $7.5 billion. 

Senator Lauscue. Free gold of $7.5 billion as against a potential 
foreign gold demand of how much ¢ 

Mr. Danrevian. Of about $19 billion, and you have to credit us, 
however, about $2.4 billion liquid claims our Government has on 
other countries. 

Senator Lauscue. Yes. 

Mr. Danterian. Now, on long-range investments, the picture is 
quite different. We have much greater claims in the proximity of 
$53 or $55 billion as against foreign long-range investments and so 
on of about $35 billion in the United States. 

Senator Lauscuer. Those long-range claims, however, are not of a 
demand nature. 

Mr. Danretian. They are not convertible immediately. 


IMPLEMENTING AID PROGRAM BY CAPITAL EXPORTS 


Senator Lauscur. Yes. Now, what remedy do you propose? 

Mr. Danteian. I think that in making—you realize that I am 
for the foreign aid program. I have appeared before this commit- 
tee before, and I got into this thing as a matter of public service be- 
cause I felt in this area of economic and political institutions in the 
struggle of economic and political institutions lies the future of our 
form of society, given a condition of military stalemate between the 
two systems. And in the past, I want to make the record show, ever 
since 1945, I have been very sympathetic to and supported the trade 
agreements. I have written articles saying that the solution to the 
European problem is to buy in Europe so they will earn dollars to buy 
in the United States. . 

And as late as 2 years ago I appeared before this committee against 
any “Buy American” tie in the foreign aid program. I want my past 





LIOHARILG 


DOAN 





574 MUTUAL SECURITY ACT OF 1960 


record to be known, because I think there is a tendency to be emotional 
about this issue and to bandy around characterizations such as protec- 
tionist and so on and so forth. 

I think we must realize that we are going through a transitional 
period, and in this transitional period if it is discovered that the ordi- 
nary trade channels do not. compensate for the aid program and mili- 
tary expenditures by an excess of exports over imports, then I think 
we should pay attention to ways and means of mobilizing our produc- 
tive capacity and making it available to other countries. 

Now, I am sure that the purpose of the aid program is not merely 
to make dollars and gold available to other countries so that they 
can help the underv eloped countries. 

It seems to me that we have to devise methods of implementing our 
aid program by capital exports. Now, how do you accomplish “th: at, 
particularly in the light of the proliferation of lending agencies, whic h 
do not have really any standards except to give contracts at the lowest 
price anywhere in the world. I have a suggestion here which might 
be useful. Perhaps we should think of the establishment of some 
Council on Mobilization of Production for Peace, which would have 
the function of indicating to these agencies where best to procure the 
materials in the light of the availability of productive capacity and 
unutilized labor, plus the balance-of-payments conditions existing 
at the time. 

Senator Lauscne. It is your position, then, that with the present 
status of the export-import problem, we cannot continue making 
available gold and credits which can be spent everywhere on an off. 
shore basis, but that we must devise some method whereby the goods 
that are capable of being created through our productive capacity will 
be the means of helping solve the problem. 

Mr. DanreiiAn. Yes, that is approximately my position. I think 
that most authorities agree that the present situ: ition cannot continue. 
The Committee on Economic Development, the Secretary of the Treas- 
ury, the various academic studies that have been made agree that the 
present conditions cannot continue. On the solution there is less 
agreement, but my feeling i is that perhaps we will gain something in 
strength domestically as well as improve our capacity to give if we 
shifted our attention from the institutional aspects of merely making 
credit and gold available, to the institutional aspects of how we can 
mobilize to make goods and capital available. 


HAS THE UNITED STATES PRICED ITSELF OUT OF THE WORLD MARKETS? 


Senator Lauscur. May I have your views on whether or not we have 
priced ourselves out of the world markets ? 

Mr. Danreian. I do not have studies on that subject. Unfor- 
tunately I have not found any studies that answer that question. But 
I want to say this: Whenever this question of procuring in the United 
States comes up, some of our own Government agencies state that if 
we insist on it, goods procured under these prograins will cost 25 per- 
cent more, and therefore the dollars will fall 25 percent shorter of their 
objective. 

That statement can only be made on the assumption that the dollar 
will buy less here than somewhere else. 

Senator Lauscue. That is all. 
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The CHatrman. Thank you very much, Mr. Danielian. We appre- 
ciate your taking the time to come here to give the committee the 
benefit of your thoughts on this subject. 

Mr. Danretran. Thank you. 

The CuarrmMan. The next witness is Prof. John A. Wilson. 

Senator Lauscue. I want to commend Mr. Danielian for his paper. 
I had the good fortune of reading it this morning. 

Mr. Danrerian. Thank you. 

The Cuairman. Accompanying Dr. Wilson is Dr. Rainey. 


STATEMENT OF JOHN A. WILSON, PROFESSOR OF EGYPTOLOGY, 
UNIVERSITY OF CHICAGO 


Mr. Witson. I want to thank you for the courtesy of this hearing. 
I think it is a measure of the complexity of the problem that you have 
to deal not only with countries which are thousands of miles away but 
now you are asked to deal with cultures which are thousands of years 
old in time. In our setting this is in the ni itional interest. We are 
faced with the situation in “which there is a - high dam at Aswan 
in the United Arab Republic dedicated in January, and it is to be 
completed in 5 years. ‘This will add very greatly to the agricultural 
land of Egypt and will increase their electric power. It is something 
which is very gratifying. 


ARCHAEOLOGY CRISIS 


The Cuairman. Dr. Wilson, we are quite familiar with the Aswan 
Dam project. You are not proposing we build another dam. 

Mr. Wixson. Iam not. 

The Cuamman. We have gone over that aspect many times. What 
do you have to present? 

Mr. Wixson. I will move to what it is going to mean in terms of 
archaeology, which is our aper ific interest. 

The Cuarrman. That we are not informed on. Will you tell us 
about that, please. 

Mr. Witson. The new dam will raise the water level of the Nile be- 
hind it 200 feet. It will make an artificial lake 300 miles long, 200 
miles in the United Arab Republic and 100 miles into the Sudan, an 
average of about 12 miles wide. This isan area in which man has lived 
for 10,000 years. It is an area which has 21 temples within it, ancient 
temples, of which two are world famous temples, the superb rock-cut 
temple of Abu Simbel which is one of the most magnificent temples in 
the world, and 19 others. The artificial lake will cover over an untold 
number of as yet unexplored unexcavated sites. In other words, to 
the archeologist this is catastrophe but that is not your specific con- 
cern I realize. We are faced with the greatest archeological crisis in 
our time in this race against time to try to get a job done in 5 years. 

Because of that the United Arab Republic appealed to UNESCO, 
and on March 8, the Director General of UNESCO made an inter- 
national appeal for the rescue of these monuments of this area in 
Nubia. Elsewhere the activity is to be governmental. The chairman 
of the International Committee of Honor is the King of Sweden, for 
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example, and we may expect on a government basis they may take ac- 
tion. The American way of doing it is different, and therefore last 
Thursday there was formed a national committee to make the plea 
for this area and its monuments. We are private citizens. Dr. Rainey 
and I are here today at our own cost to plead this. Within 6 months 
work should begin in there in this race against time, and so there is 
in our terms an urgent need. Now the two things I want to say is what 
American culture gets out of it and, second, what I conceive to be the 
national interest in it. It is perfectly clear from the archaeological 
standpoint that this is going to be the biggest thing in our lifetime. 


NEED FOR AMERICAN PARTICIPATION IN ARCHEOLOGICAL EXPLORATION 


There will be all sorts of international activity in there. It is al- 
ready being explored from Dr. Rainey’s institution at the University 
of Pennsylvania and from mine at the University of Chicago. There 
is exploration of what may be done there. There will then be a united 
effort by the scholars of the world. We will, of course, get information 
on a strategic area. Just one small thing, between 4,000 and 3,000 
years ago the first Negroes to enter history entered in that area, and 
this process needs to be studied in terms of the evidence there. Then 
our American institutions will receive objects. We have had in this 
country the greatest collections outside of Egypt itself because of the 
concern of Americans over a century, and we have been falling behind 
in the last 20 years because of the forces of depression of nationalism 
then in that part of the world and we have here an extraordinary new 
interest in that. It is already expressing itself to Dr. Rainey and to 
me in terms of letters and telephone calls from people saying, “What 
are you going todo? Howcan wehelp?” 

Negatively, if American scholars are not in it, it will be a blow to 
our prestige. Positively, it will be a great gain. 

Now private agencies, universities, and museums could do the = 
if we had 20 or 25 years to do it, and if the rescue of these temples, 
which stand in place were not involved. As it is, the time is too short 
for them to mobilize that effort, and I now want to state what I con- 
ceive to be the national interest, which is of your concern, Senator. 


PROPOSED USE OF COUNTERPART FUNDS FOR EXPLORATION 


In the first place, our appeal is that there are existing funds in the 
United Arab Republic, counterpart funds from the sale of agricul- 
tural commodities. These funds exist there with the problem of 
what the disposal of them may be. We have then the chance to re- 
spond to an appeal from two countries in the Near East on this cul- 
tural matter. We have the chance to take our place in the response 
to that appeal in the nations of the world. I am sure that Sweden, 
Belgium, France, will make for them a major response. I am morally 
certain that the Soviet Union will make at least a gesture and I be- 
lieve that it would be very damaging if we were not in that effort. It 
is a noncontroversial matter. It cannot be called pressure politics to 
use our surplus funds for this cultural purpose. 

Another factor is that the public reaction in that part of the world 
will be excellent. This is visibly a spectacular thing to respond to the 
appeal to save the temple of Abu Simbel to rescue this material be- 
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fore it is lost forever. In the United Arab Republic alone it will re- 
dress an unfavorable climate which has existed since 1956 when for 
reasons which I do not argue, we withdrew an offer on the high dam. 
Here we will come in with something which is noncontroversial in 
something of the same area, so that we will have here a most favorable 
reception, not only in the United Arab Republic but also in this 
country. 

Last Sunday there was a news item in our Chicago paper that the 
United States had put $47 million into Egyptian development loans. 

This came on page 53. I think I can assure you that this archaeo- 
logical response would have first page coverage with pictures on page 
6. So that you would have both in the United Arab Republic and in 
this country a remarkable response. Our appeal is that out of the 
counterpart funds already existing in the United Arab Republic 
there be made available funds for two purposes, one toward the pres- 
ervation of these temples against their complete loss, and the second 
on some matching basis toward the activity of American institutions 
in that part of the world. 

Thank you. 


AMOUNT OF EGYPTIAN POUNDS REQUIRED 


The Cnairman. Dr. Wilson, how much do you propose that we 
make available for this purpose ‘ 

Mr. Wiuson. I can answer that, Senator, although the answer will 
have to be qualified. At present the estimates for the total job, the 
rescue of the temples and the archaeological works is in the range of 
$60 to $90 million for the international appeal. This will be nailed 
down more specifically on the basis of an estimate by an engineering 
firm now in the area. I think $60 million for the world is a minimum, 
and it can go anywhere from there up. 

The CuatrmMan. How much are you proposing this committee make 
available out of Public Law 480 funds? 

You are not proposing any dollar appropriation ¢ 

Mr. Witson. From the United States we are not proposing dollar 
appropriations. 

The CuamMan. How many Egyptian pounds would you like to 
suggest for this purpose ? 

Mr. Wixson. In dollars $20 to $25 million. 

The CHarrman. How many pounds? As I understand it, you are 
saying we have available X number of Egyptian pounds arising under 
the Public Law 480 program. 

Mr. Wuson. Quite night. 

The Cuarrman. And you would like us to put an authorization in 
this bill making available for this purpose so many of these Egyptian 
pounds. The available currency is pounds, not dollars. 

Mr. Wuson. I will express it in terms of $7.5 million Egyptian 
pounds. 

The CHarmman. And that is what you are asking us to do as our 
part of an overall effort ? 

Mr. Wuson. Yes, sir. 

The CHarman. It would be a worldwide effort; is that correct ? 

Mr. Wuson. It is. 

The Cuamrman. Have you prepared an amendment to be submitted 
for this purpose authorizing this? 
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Mr. Witson. The amendment has been prepared. 

The CuarrmMan. Has it been given to the staff ¢ 

Mr. Witson. It has been given to the staff; yes. 

The Cuatrman. Dr. Rainey, would you have any observations to 
make on the particular point of how much you think should be made 
available? 

Mr. Ratney. I would be reluctant to put a specific figure in at this 
point because this study has not been made. 

Nobody really has any idea of what this is going to cost, and to 
make a specific statement at this time is not very sound. 

I think the amendment, as I stated, as in this act calls for money 
to be available as at the discretion of the Executive or the President, 
and that at the time when this estimate of actual costs are av ailable, 
when it is known what other nations are putting in, the decision as to 
what amount of money should be made then. We can only say at 
this time that the general figures in the press are $60 to $90 million 
for the total job. 


ATTITUDE OF UNITED ARAB REPUBLIC 


The CHarman. Do either of you have any information as to the 
attitude of the Government of the United Arab Republic. 

Mr. Wison. Yes, sir; I do. 

The CHarrman. Who would have to agree to make these pounds 
available for this purpose ? 

Mr. Wirson. On the specific question you asked, Senator, no. 

The Egyptian Government is bending every effort to get interna- 
tional activity into that area, and have ‘radically changed their rules 
with regard to foreign operation in the area. 

But on the specific question I do not have that. 

she Cuarrman. That is what is interesting. All of these pounds 
are subject to agreement with the Egyptian Government. We are not 
free to use them for anything we like. They can be made available 
after agreement with the Egyptian Government. 

Mr. Rarney. Senator, I have just received a telegram from the 
Minister of Cultural Relations who was in Paris saying that they were 
delighted at our offer to assist in the salvage work on the Nubian, 
that they would do everything in their power to assist us and 
cooperate, and so on. 

The CuatrmMan. Who is this? 

Mr. Ratner. The Minister of Cultural Relations in Egypt, who 
has been in Paris recently. I have written him asking him for the 
authority to make a reconnaissance as of now. We have a man in 
Egypt at the present time, and we have just received their whole- 
hearted support through this telegram for the work we are doing in 
Egypt. 

The Cuatrman. Do you have a copy of that telegram that you can 
submit for the record ? 

Mr. Raney. I am sorry I do not have it here. It is in my office. 
I certainly can. 

The Cuarrman. It might be useful to have it. 
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(The following information was subsequently submitted for the 
record :) 
THE UNIVERSITY MUSEUM, 
UNIVERSITY OF PENNSYLVANTA, 


Philadelphia, Pa., March 31, 1960. 
Mr. DARRELL St. CLAIRE, 


Clerk, Committee on Foreign Relations, New Senate Office Building, 
Washington, D.C. 

Dear Mr. St. CLArRE: This refers to the Senate Foreign Relations Committee 
hearing on the Mutual Security Act and the amendment concerned with arch- 
eological salvage work in upper Egypt. 

As I understand it, Senator Fulbright suggested that I send in a copy of 
the telegram indicating Egyptian interest in our offer to participate in the 
salvage program. This telegram is as follows: “Director General UNESCO 
grateful for generous offer Nubia. Egyptian Minister Okacha now in Paris in- 
structed Shehata Adam give your mission full assistance. Vanderhaagen, 
UNESCO.” 

The representative is now in Egypt and is receiving full cooperation from the 
Egyptian Government representatives. 

Most sincerely, 
FROELICH RAINEY, Director. 


AMOUNT OF EGYPTIAN POUNDS REQUIRED 


The Cuarrman. This is a rather vague proposal for us to deal with 
legislatively. It would be very diffic ult to obtain approval of an open- 
ended unlimited authorization. If you could be more specific about 
it, that might be more helpful in obtaining action by the committee 
and the Congress. 

Mr. Wirson. Senator, I think that there is not the slightest doubt 
that 7,500,000 Egyptian pounds would be a relatively small part of 
the total, that this, if a specific sum should be named now, should 
bea goal. 

The Cuarrman. You say an upper limit; in other words, that “not 
more than 7,500,000 pounds shall be made available for this purpose.’ 

Mr. Witson. If you force me to say it I will say it; yes, sir. 

The Cuarman. I am not forcing you. I am trying to elicit from 
you what your suggestion is. 

Mr. Wiison. Very well. 

The Cuarrman. Thisisa new undertaking. 

Mr. Witson. Right. 

The Cuatrman. We have not had previous notice of it. 

Mr. Wiison. 7,500,000 pounds. 

The CHarrman. Senator Sparkman, do you have any questions? 

Senator Sparkman. No. It sounds like a very good suggestion 
to me, provided the two governments agree on it. 

Mr. Witson. Yes. 

Senator SparKMAN. But it is a matter of agreement between the 
two governments. 

Mr. Witson. May I say one thing further, Senator. I have failed 
to say that we propose also to raise just as many millions through 
private agencies as we can. 

Senator Sparkman. N othing further. 
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The Cuamman. Senator Lausche. 

Senator Lauscue. I believe in one of the national magazines of last 
week I read an account of this project. Do you recall it ? 

Mr. Wirson. This has received very interesting response from our 
national magazines. I do not know, Senator, which one you refer to, 
but it has been in the magazines. 

Senator Lauscue. I saw these identical pictures in the magazine, 


EXTENT OF U.N. ASSISTANCE IN THE PROJECT 


What is the United Nations present plan of helping to solve this 
problem ? 

Mr. Wirson. The United Nations will not itself appropriate any 
money, but has set up an appeal and a forwarding activity. 

Senator Lauscue. It will not itself provide any money, but will 
give moral support to the efforts made to procure money publicly and 
governmentally ? 

Mr. Witson. Within its limited budget it has set up funds for offices 
in Paris under UNESCO. 

Senator Lauscue. Now what are the officials to do who will be in 
charge of that office ? 

Mr. Witson. They will continue to encourage nations to respond 
to the appeal, will receive funds within three trust accounts, and I 
don’t think it is necessary to spell out the trust accounts, for forward- 
ing to the Governments of the United Arab Republic and the Govern- 
ment of the Republic of the Sudan, so that they will be a forwarding 
agency. They will further have international committees to allocate 
these funds and applications for work in the activity, in the area. 

Senator Lauscue. I don’t want to get into that latter phase of it. 

Mr. Wirson. No. 


OBTAINING MONEY FOR FINANCING THE PROJECT 


Senator Lauscne. Have any governments anywhere taken action to 
provide money for this project as of this time? 

Mr. Wuson. As of this time I do not know of specific action. The 
appeal was made on March 8, and I am sure that the machinery is 
rolling in various governments toward responding to that appeal. 

Senator Lauscue. But as of this time no government has yet taken 
action ? 

Mr. Wiuison. No. 

Senator Lauscner. Now then, have any movements actively begun 
to induce the public to make contributions? I am sure the piece 
which I read discussed that phase of it. 

Mr. Witson. These are in process for our national committee. 
There will be an appeal. 

Senator Lauscue. But none have yet begun ? 

Mr. Wirson. We have already received money in advance of appeal. 


ANTICIPATED COST OF THE PROJECT 


Senator Lauscne. Your paper states that you estimate that the 
total cost will run between $60 and $90 million. 
Mr. Witson. That is correct. 
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Senator Lavscue. And has there been any group created which has 
made an active study and set up a budget, and determined how the 
cost ought to be allocated to the nations ? 

Mr. Witson. There has been a study in October which resulted in 
this loose figure of 60 to 90. This is now being tightened up by a firm 
of engineers employed by the United Arab Republic. 

Senator Lauscue. Has there been any allocation to respective gov- 
ernments ? 

Mr. Wuson. No, sir. 

Senator Lauscue. And this figure of assigning the responsibility 
for $25 million to our Government is the view of whom ? 

Mr. Witson. That is my personal view backed by the National Com- 
mittee for the Rescue of Monuments of Nubia. 

Senator Lauscue. And you have calculated it to be 6.5 million of 
United Arab Republic pounds? 

Mr. Witson. Seven and a half million. 

Senator Lauscne. Is that the equivalent of 25 million of our dollars? 

Mr. Wirson. No, it is not. It is nearer 20 million. 

Senator Lauscnr. You are not wanting to say at this time that that 
would be the maximum of our participation ? 

Mr. Witson. Senator, it would be dishonest of me to pretend that 
I can say that is the maximum. Our committee will bend every effort 
to get other funds from private agencies including philanthropic 
foundations. 

Senator Lauscne. You wouldn’t expect to be able to expend that 
money intelligently and efficiently in the next coming fiscal year, would 
you? 

Mr. Wiuson. There will be explorations in the area which will prob- 
ably be financed essentially privately. But there is not the slightest 
doubt that the rescue of the existing temples is going to be a major 
expenditure. 

Abu Simbel alone has its minimum estimate of $30 million, so that 
there is already a looming bill which can be made more specific through 
the survey of this firm of engineers and through the surveys of pri- 
vate institutions now in the area. 

Senator Lauscue. Let me put it this way. Do you need that 7.5 
million pounds for this next year ? 

Mr. Wirson. We need it for the 5 years before the water is fully 
complete. 

Senator Lauscue. For the 5 years? 

Mr. Wizson. That is right. 

Senator Lauscur. What do you estimate you would need for the 
current year or the immediate year that you are going to start your 
work in 

Mr. Wirson. Let me just say that the various studies which should 
come in in the next year undertaken by private agencies will be a rel- 
atively modest sum of about a quarter of a million of which much 
will be, perhaps all will be, through private agencies. 

Senator Lauscne. When will the active work of removing some of 
these monuments start ? 

Mr. Wizson. This can start just as soon as people are ready. 

Six temples may come to be located in countries abroad including 
this country. They could be moved now if some agency were ready 
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to move in and finance it, so that it is from now with an urgency com- 
ing in the course of next year for the total. I would hope that there 
might be some $20 million of Government money, something like $10 
million from philanthropic foundations and another $5 million from 
other private agencies as American participation. 

Senator Lauscue. $35 million ? 

Mr. Wuson. Something like that. 

Senator Lauscue. I think that is all. 


ARE THE RUSSIANS GOING TO CONTRIBUTE TO THIS PROJECT? 


The CHarrMaNn, One last question. Since the Russians have under- 
taken the construction of the Aswan Dam project, why isn’t this a part 
of the overall cost of the project? In this country when the Federal 
Government builds a dam, part of the cost is the acquisition and re- 
moval, if necessary, of structures within the basin covered by the 
dam. In TVA this was done by the Government in building the 
dam. 

Why isn’t this a cost of the Aswan Dam project? 

Mr. Wixson. Senator, the Russians are the Russians. That is part 
of the answer. The other part of the answer is the Russians have 
only undertaken the cost of preliminary stages of building of the 
dam, and the dam is to go on with a major financing through the 
application of tolls from the Suez Canal. 

The Cuairman. I understood from the newspaper that they have 
also agreed to the second stage, about a month or two ago. 

Mr. Wirson. I do not have that information. I wonder whether the 
second stage is the full and final stage or whether they are not play- 
ing it piece by piece. 

The Cuatrman. In any case, it seems to me that it is certainly logi- 
cal that they should pay a large part if not all of it if they cause the 
flooding of these properties. 

Mr. Wiuson. I am sure that the Soviet Union will come in with a 
great publicity flash for some millions of dollars which will not be this 
total of 60 to 90 million. 

The Cuatrman. We are told that they are extremely interested in 
cultural affairs. 

Mr. Wixson. Yes, sir; they are extremely interested. They are ex- 
tremely defective in this particular line of Egyptian archaeology. 

Senator SparKMAN. May I ask if Russia is a member of UNESCO? 

Mr. Wiison. Russia has a representative on UNESCO, yes; and 
there will be Russian committee members on UNESCO, committees 
in this project. 

The Cuatrman. I understand that one of my colleagues has pre- 
pared an amendment to accomplish this purpose, which in effect gives 
to our executive wide discretion to utilize these pounds for this pur- 
pose. Are you familiar with that? 

Mr. Wirson. Yes, sir. May Dr. Rainey respond to that. 

The Cuarrman. Do you have anything else to add? 

Mr. Rarnery. Senator, I would simply like to say that your question 
about the Russian assistance in this—they are on the international 
committee for this salvage work. But we feel and I think the whole 
world feels that these monuments on the Nile are really the cultural 
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heritage of the whole world, and neither the responsibilities of Egyp- 
tians nor Russians involved in the dam but the world in general, be- 
cause they are a heritage of the whole world and they are not a specific 
problem of any one or two nations of the world. 

The Caarrman. Thank you very much, Dr. Wilson. 

(Dr. Wilson’s prepared statement and a letter subsequently received 
from Dr. Rainey follow :) 


STATEMENT OF THE NATIONAL COMMITTEE FOR THE RESCUE OF THE MONUMENTS 
OF NUBIA 


I. THE SITUATION 


For the economic welfare of the citizens of the United Arab Republic, a new 
high dam is under construction at Aswan, Egypt. In 5 years this dam will 
form a lake along the Nile River 300 miles long—200 within the UAR and 100 
within the Republic of the Sudan. The impounded waters will open up more 
agricultural land to feed Egypt’s millions, and far more electric power will be 
available for the nation. 

At the same time a vast archeological treasure house will drop below the rising 
waters of the new lake. Twenty-one ancient temples, including two which are 
world-famed, will be lost; and a large number of unknown and unexcavated 
sites, ranging from prehistoric to medieval, will be covered up. The two most 
important temples must be protected where they are by dams; smaller temples 
may be moved to higher ground; and the most important explorations and exca- 
vations must be carried out within 5 years. Estimates on the total indicated 
costs will run from $60 million to $90 million. 

The threatened treasures belong to the cultural heritage of the world. There- 
fore the United Arab Republic and the Republic of the Sudan appealed to the 
United Nations Educational, Scientific, and Cultural Organization (UNESCO) 
for counsel and help. After a survey by experts in October 1959, UNESCO 
agreed to act as a good agent and to issue an international appeal, which went 
out on March 8, 1960, 


Il. THE NATIONAL COMMITTEE 


In response to the appeal of the Director-General of UNESCO, a group met 
in Washington on March 24. There were members of the U.S. National Commis- 
sion for UNESCO, representatives from national scholarly societies, representa- 
tives from museums and universities, and Egyptologists. This group voted to 
form a national committee for the preservation of the monuments and the 
rescue of the archeological materials of Nubia. The two main purposes of the 
National Committee (NCRMN) are (@) to serve as the American agency in the 
international appeal for funds and operation, and (b) to provide leadership and 
to serve as a clearinghouse for the American institutions which want to do 
field archeology in the area. The National Committee will seek private, institu- 
tional, foundation, and Government funds. 

For proper articulation, NCRMN will have interlocking membership with the 
U.S. National Commission for UNESCO and with the UNESCO committees in 
Paris (see C below). Officers, constituting an Executive Committee, were 
elected by NCRMN. Their names and positions will be found in D below. 


III, THE NATURE OF THE EMERGENCY 


This is the sharpest archeological crisis and the most challenging archeologi- 
cal opportunity of our lifetime. In only 5 years, the record of 10,000 years for 
a stretch of 300 miles will be lost forever. This is of concern to others besides 
archeologists. The educated man will deplore the submerging of two of the 
great monuments of all time: the august Temple of Abu Simbel, cut into the 
face of a rock cliff about 1275 B.C. by Ramses II; and the beautiful temple on 
the Island of Philae, built in Greek and Roman times. Perhaps these two 
would not be ranked in beauty or fame with the cathedral at Chartres, the 
Parthenon, or the Taj Mahal. But they are unique in the world, like our own 
Mount Rushmore or Mesa Verde National Park, like Machu Picchu in Peru, or 
Angkor Wat in Cambodia. Nineteen other temples may be moved to higher 
ground or brought away to another country (see B below). If Abu Simbel and 
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Philae are to be saved, they must be protected by large and expensive dams, 
They cannot be moved. 

The governments of the UAR and of the Sudan have announced very generous 
terms for those who participate in the protection or removal of temples or who 
do archaeological work in the area. Six ancient temples may become the prop- 
erty of generous participants. The cordial terms (B below) are clear evidence 
of the good will and hospitality of the local governments. The total nature of 
the emergency is such that there is little prospect of success without American 
cooperation. The failure of the United States to participate would be very 
damaging to our standing in Europe and in the Afro-Asian countries. 


IV. THE CULTURAL GAINS 


This enterprise offers a chance for international cooperation within a favor- 
able setting: (a) Scholars from different countries will be working for a com- 
mon purpose. Response to appeals by the local governments should bring cor- 
diality and gratitude. (b) Scholars expect new information about prehistory, 
history, anthropology, and ethnology. (c) New objects of art and new archeo- 
logical materials should flow to the American museums. Perhaps one or more 
small Egyptian temples may be suitably rebuilt in an American setting. (d) 
American tourists will certainly be welcomed in the area. 

There is another important gain possible. American interest in Egyptology 
goes back more than a century. It was once so strong that the combined col- 
lections in the American museums are second only to those of Egypt itself. 
Among the former giants of Egyptology were Professors Reisner of Harvard and 
Breasted of Chicago. The depression and Near Eastern nationalism checked the 
advance of the field, so that there are few young Egyptologists. The cordiality 
of the two local governments and the stirring challenge of the rescue work in 
Nubia should arouse great popular interest in ancient Egypt—indeed, have 
already done so. This interest will affect the scholarly world, so that the 
United States may regain its high standing in a field of high historical importance. 


Vv. IN THE NATIONAL INTEREST 


There are American surplus funds in the United Arab Republic. The applica- 
tion from such funds to the emergency in Nubia will be decidedly in the Ameri- 
can interest. (a) This would be a response to appeals from the two Arab Re 
publics, an international appeal from UNESCO, and a crisis of unique and 
dramatic nature. (b) A program for the rescue of archeological treasures is 
noncontroversial ; it cannot be treated as if it were political or economic pressure. 
(c) Cultural cooperation with African and European nations illustrates well the 
advantages of scientific and scholarly contacts. (d) Generous participation 
would be a firm answer to the loose charge that the United States is not interested 
in cultural matters. 

Most importantly, a handsome American participation will receive a very 
favorable response in the UAR and the Sudan. It will be the answer to appeals 
which they themselves made. It will help them in their confessed crisis. In 
the UAR, it will soothe feelings which were injured 4 years ago, when the United 
States felt obliged to withdraw an offer of assistance on the proposed high dam. 
Generous help in this cultural emergency will receive a much more favorable 
reaction in the Arab countries than aid along more traditional lines. We have 
not had a very grateful response to agricultural, economic, or other technical 
aid. An absence of American participation would certainly be noticed to our 
discredit; but one may confidently predict that, when the United States enters 
the picture with liberal funds and with archaeological expeditions, this will 
arouse new friendliness in the local countries. 

* * * * * * + 

We of NCRMN have lived in these lands, have conducted Egyptological opera- 
tions there, and have inspected the region which will be flooded. We are con- 
fident that the allocation of American funds to this work of rescue, responding 
to formal appeals from the UAR, the Sudan, and UNESCO, will reflect great 
credit upon the American Government and the American people. 
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DocUMENTATION 


A. HISTORICAL NOTES 


Nubia has archeological material from the old Stone Age down to the 16th 
century, anthropological material down to the present day. The arid climate 
and the sandstone cliffs have preserved prehistoric evidence amazingly well. 
In historic times, the two great building periods were 1500-1250 B.C. and 300 
B.C. to A.D. 150. Abu Simbel belongs to the earlier period, Philae to the later. 
There are also isolated evidences of nomadic horse-warriors, very early Christian 
communities, Byzantine towns, and Turkish fortresses. 

Nubia was one of the first historical areas to receive the slow northern advance 
of Negroes, somewhere in the range between 2000 and 1000 B.C. Further 
archeological work should clarify this process. 

More than 50 years ago a dam was built at Assuan, and later was twice raised 
in height. This affected some of the low-lying monuments. The proposed new 
dam will raise the water level 200 feet higher. Thus even the 100-foot facade 
of the Temple of Abu Simbel will be submerged. 


B. TERMS OFFERED 


Participants may excavate, copy, help preserve, move monuments to higher 
ground, or make financial contributions. In return, both Governments will grant 
a generous 50-50 division of finds (excluding only unique pieces). In addition, 
the UAR will permit secondary excavations in parts of Egypt formerly reserved, 
and may cede temples and objects of art from its present collections. 

In the UAR, the temples of Philae and Abu Simbel must be protected where 
they are by dams. For first priority removal to higher ground are Kertassi, 
Bet el-Wali, Kalabsha, Dakka, Amada, and Qasr Ibrim. For second priority 
removal to higher ground are Maharraqah, Wadi es-Sebua, Anibeh, and Abu Oda. 
Available in return for foreign assistance are Debod, Taffeh, Dendur, Gerf 
Hussein, Derr, and Elleysia. In the Sudan, the Temple of Buhen is first priority 
to be moved to higher ground, white Faras and Aksha are second priority. 


C. RELATIONS AND ROUTINGS 


The UAR and the Sudan depend largely upon UNESCO for financial con- 
tributions and applications for work in the area. UNESCO’s Committee of 
Honor, headed by the King of Sweden, has Mrs. Franklin D. Roosevelt as 
American representative. A UNESCO Committee of Action for fund raising has 
not yet received its American representative. On the UNESCO Consulative 
Committee of Experts, which will pass upon projects and allocate funds for the 
UAR, the American member is our executive secretary. 

Funds gathered by the national committee may be unrestricted in purpose or 
may be specifically earmarked in terms of purpose or of contributing institution. 
It will be the function of the national committee to follow through on such ear- 
marking, to protect American rights and interest. Our interlocking with 
UNESCO should permit that followthrough. The national committee hopes to 
keep its appeal and activities on a scholarly level. A secretariat will be main- 
tained only at the level which the traffic demands. None of the officers of 
NCRMN wants a bureaucratic empire; in 5 years’ time we all hope to be sitting 
again at our own individual desks in universities and museums. 


D. OFFICERS OF THE NATIONAL COMMITTEE 


Chairman: Dr. John O. Brew, professor of archaeology and ethnology and direc- 
tor of the Peabody Museum, Harvard University ; chairman, International 
Committee on Monuments, Artistic and Historical Sites and Archaeological 
Excavations; chairman of the October 1959 survey by experts in the 
UAR. 

Vice chairmen: 

Dr. Froelich Rainey, professor of archaeology and ethnology and director 
of the University Museum, University of Pennsylvania. 

Dr. William Stevenson Smith, curator of the Egyptian Department, Museum 
of Fine Arts, Boston; lecturer in fine arts, Harvard University. 

Executive secretary: Dr. John A. Wilson, distinguished service professor of 
Egyptology ; director of the Oriental Institute (1936-46) ; field director of 
expedition of Luxor, Egypt (1958-59) ; University of Chicago. 
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THe UNIVERSITY MUSEUM, 
UNIVERSITY OF PENNSYLVANIA, 
Philadelphia, Pa., Mareh 31, 1960. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Foreign Relations, 
Washington, D.C. 

DEAR SENATOR FULBRIGHT: This refers to the hearing this morning for the 
Senate Foreign Relations Committee on the Mutual Security Act and particu- 
larly to the amendment having to do with archaeological salvage work in upper 
Egypt. 

I assumed when testifying before the committee this morning that you had 
before you a copy of the amendment to the Mutual Security Act suggested by 
Senator Monroney and, unfortunately, I was not quick enough to realize you 
did not have this amendment when you asked about the amount of money 
involved. 

As I understand the amendment, it would simply provide for the use of 
counterpart funds now in Egypt for archaeological rescue work above the 
high dam, the expenditure of any such moneys to be at the discretion of the 
President at the recommendation of the executive branch of the Government. 
No amount of money is, of course, specified and Professor Wilson and I could 
not give you any realistic figure for the following reasons. The large part of 
the sum referred to in the press which might be required for such salvage work 
is for the construction of cofferdams around the temples known as Abu Simbel 
and Philae. There are grave doubts whether such constructions are possible 
and whether such monuments can be saved. If the engineers now making their 
study of this decide that it is impractical, then the amount of money to be re- 
quired will be only a very small fraction of the 60 to 90 millions mentioned. 

However small the total requirements may be, it is still, I believe, a matter 
of some political significance for the U.S. Government to make some funds 
available in response to the plea from the United Nations. We understand, of 
course, that the recommendation for the use of counterpart funds in Egypt must 
come from the Department of State but we hope that the amendment to the 
Mutual Security Act which we discussed this morning will make a Federal 
contribution possible. 

With this I simply wanted to make it clear why we could not really give a 
specific figure. 

Most sincerely, 
FROELICH RAINEY, Director. 


The CuatrrmMan. The next witness is Mrs. Paul Blanshard of the 


Unitarian Fellowship for Social Justice. 
Will you come forward ? 


STATEMENT OF MRS. PAUL BLANSHARD, UNITARIAN FELLOWSHIP 
FOR SOCIAL JUSTICE 


Mrs. Biransuarp. Mr. Chairman and Senator Sparkman, I am Mrs. 
Paul Blanshard, executive director of the Unitarian Fellowship for 
Social Justice. I wish to thank the Foreign Relations Committee for 
this opportunity to appear in behalf of my organization to discuss the 
Mutual Security Program. 


AID TO SPAIN QUESTIONED 


As a member of the Point Four Information Service, we are very 
much interested in expanding the Development Loan Fund, and the 
technical assistance program, but I appear today to question the appro- 

pS e 
priations in the mutual security budget to the government of Franco’s 
Spain. 
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The Unitarian Fellowship for Social Justice is a national organi- 

zation of religious liberals with chapters in many States. We are 
deeply concerned about the association of our Government with a 
dictator like Franco. We sent a letter to the President on November 
14 protesting his visit to Spain and we again criticized the President 
on March 6 of this year for— 
the glaring inconsistency in opposing dictatorships in Latin America and at the 
same time fostering and encouraging the dictatorship of Generalissimo Franco 
in Spain. 
We do not oppose conferences with any leaders from Khrushchev to 
Chiang Kai-Shek, but we believe the President’s call on Franco was 
evidence of an endorsement of his policy by the United States, and it 
was so interpreted by the Spanish press. 

This next paragraph, I must change the structure of it. I prepared 
this as a delegate to the Youth Conference, and I didn’t have as much 
time to spend on it as I should have. There is a very amusing struc- 
ture error. 

THE SITUATION IN SPAIN 


My husband and I were in Spain for 4 months last summer visiting 
every part of the country. I feel that the association of the United 
States with the Spanish Government is one of the great absurdities of 
our national policy. Spain is not a part of the free world, and Franco 
has no intention of making Spain democratic in order to be a part 
of the free world. 

He is the same man who cooperated with Hitler and Mussolini dur- 
ing the last war, and he continues to tell his people that his particular 
brand of totalitarian rule is better than democracy. 

He calls his regime organic democracy but everyone knows that it 
is in fact a Fascist regime with relatively few democratic features. 
It is appropriate that the Foreign Minister of Spain who has just 
visited Washington still wears Hitler’s Lron Cross and has never re- 
nounced his Fascist philosophy. 

The people of Spain have none of the freedoms for which America 
stands. No opposition parties are allowed and there are no free elec- 
tions. Every newspaper magazine and book in Spain must be sub- 
mitted to Government censors. Every top editor of every periodical 
must be approved by the Government Department of Information. 
Every radio and television program must be screened in advance to 
eliminate any provocative reference to the people’s rights. 

Even the Catholic Youth magazines are so severely censored that 
half of all their editorials are thrown in the censor’s wastebasket. 
I met many young Catholic leaders last summer who had _ been 
beaten by the police and imprisoned without an open trial simply 
because they wanted to form a Christian Democratic Party. 

In Spain no workers have the right to strike or form a free labor 
union. Employees are all organized by the Government into a semi- 
Fascist framework with agents of Franco in supreme command. 
Five great banks, cooperating with the regime, dominate the business 
of the country. 
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SPANISH RELIGIOUS DISCRIMINATION 


Franco allows only token religious freedom to Protestants and 
Jews. In the law of 1945 there is a guarantee of the right of worship 
in private, but even that guarantee is not kept. I saw Spanish 
Protestant Churches that had been physically wrecked by the police, 
interiors torn down, desecrated, and lying in rubble. 

We brought back a list of more than 20 churches closed by the 
Government in recent years without any trial or legal process. 

If anyone questions these well-known facts, I would be glad to 
submit a list of such churches with the names and addresses. 

I saw a Spanish Protestant minister in Madrid tried and ulti- 
mately sentenced to prison merely for breaking the seals on the doors 
of his own church after the police had put them there. Another 
Protestant church in Elche, which I had visited, had just been told that 
its members could not even meet in the kitchen and dining room of 
its pastor’s home. I visited that home and will never forget the 
terror in the eyes of the Baptist Spanish minister’s wife when she 
described the way in which their people tried to meet secretly at 
night. 

No Jewish synagogue is allowed to look like a synagogue or to 
publish its own literature. No Protestant church for Spaniards is 
allowed to put up a cross on its exterior, to display a sign, or print 
its own newspaper for general distribution. No Protestant minister 
can be so designated in the telephone book. 

Some 220 Protestant congregations exist in Spain but they have to 
meet in private houses or behind walls that look like garages, apart- 
ment houses, or factories. If the leaders try to distribute Protestant 
literature, they can be sent to jail as subversives. Incidentally there 
is a special court for Communists and Masons, and the neglected 
Protestant cemeteries are for Protestants and criminals. 


FRANCO’S TYRANNY 


Franco protests that his dictatorship is necessary because of the 
threat of communism. The distinguished Spanish scholar, Prof. Sal- 
vador de Madariaga, believes that Franco’s type of tyranny is more 
likely to bring communism to Spain than anything else. 

We heard this same analysis over and over again from liberal 
leaders, scholars, and church leaders. Our American policy is partly 
responsible for this situation. We condemn tyranny when it is Com- 
munist tyranny, and rightly, we have even gone out of our way in 
the last week to denounce the Government of South Africa for racial 
discrimination and rightly. 

We have been charged with interfering with the internal affairs of 
a foreign country and perhaps we have. But our protest was justi- 
fied because the American people as well as our Government, care. 


MORAL ISSUE INVOLVED 


The administration has given to the Foreign Relations Committee 
its new budget for mutual security. Allocations to Spain for tech- 
nical assistance and military aid are included. We realize that the 
American bases in Spain are valuable and that our relations with 
Franco’s Government are delicate. 
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I cannot discuss the technical and military appropriations with 

authority. But surely there is a moral issue involved which the 
United States should not ignore. When we aid a pro-Communist 
country, we always make it clear that we condemn Communist dicta- 
torship. If we help Franco’s Government to stay in power, we 
should not only condemn his denial of political and religious free- 
dom, but we should also use our power to attempt to persuade him 
to reestablish those liberties which the free word represents. If we 
are not strong enough to do this we should not give Spain any money 
at all. 

As our friends in Spain say, “Why should a great country like 
the United States bow to a little dictator in a little country like 
Spain?” 

The Cuarrman. Senator Sparkman, do you have any questions? 

Senator SpARKMAN. I have no questions. 

The CuHatrman. Mrs. Blanshard, you have presented one of the 
very difficult dilemmas that confront this Government and all other 
governments of the free world. 

I personally don’t know of any solution to this problem. We are 
very glad to have your suggestion. 

Mrs. Buansuarp. Thank you very much. 

The Cuatrman. The next witness is Dr. Elgin Groseclose, repre- 
senting the National Economic Council. Dr. Groseclose, we are very 
happy to have you. 


STATEMENT OF DR. ELGIN GROSECLOSE, WASHINGTON, D.C., 
REPRESENTING THE NATIONAL ECONOMIC COUNCIL, INC. 


Mr. Groseciose. Mr. Chairman and members of the committee, I 
thank you for this privilege of appearing here on behalf of the 
National Economic Council, Inc. My name is Elgin Groseclose. I 
am a native of Oklahoma and a resident of the District. I appear 
before you as a representative of the National Economic Council, 
Inc., of New York City, in place of its president, Mr. Merwin K. 
Hart, who is known to you and who is unable to appear because of 
illness. Professionally, I am head of the firm of Groseclose, Williams 
& Associates, financial ‘analysts and consultants, some of ‘whose re- 
ports, I believe, are already in the record of these hearings. 


BACKGROUND OF THE WITNESS 


While I could spend the morning discussing with you the various 
economic effects of the foreign- aid program, I propose, with your 
permission, to address myself to the sources of economic and politics al 
progress and the degree to which they are promoted in the foreign- 
aid program. I spe: sak to you as an American citizen concerned for 
the essential meaning and witness of his country before the world, 
and, second, as an internationalist whose acquaintance with some of 
the underdeveloped countries extends over a period of 39 years. 

In my youth, following World War I, I taught in a mission school 
in Iran and did relief work in Iran, which took me into the Soviet 
Caucasus, and I traveled through a number of other countries of the 
Middle East. I may remark that the Near East Relief with which 
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I was associated was the first major economic assistance program ever 
undertaken by the American people—a vast outpouring of voluntary 
effort that rehabilitated an entire nation of people made destitute 
refugees by war. I may add, also, as a comment upon our current 
vast expenditure to build good will abroad, that in those days I found 
my American citizenship to be a sufficient safe conduct in remote, 
bandit-infested regions, and, at a time when our Government had no 
diplomatic representatives in Soviet Russia, respect for my citizen- 
ship and the moral prestige of the United States were powerful fac- 
tors in obtaining my release from the Soviet secret police by whom I 
had been held incommunicado for upward a month. 

During World War II, I had the privilege of serving as Treasurer 
General of Iran, by appointment by the Iranian Parliament. I am 
presently a director of the International Council for Christian Lead- 
ership, of which a distinguished member of your committee is presi- 
dent, and I am founder of Welfare of the Blind, Inc. This is a chris- 
tian agency for the sightless of the Middle East, which came into being 
in 1956. It is the first and only American agency to send and main- 
tain in the Middle East teachers and workers with the blind, of whom 
there are in that region an estimated half million. 

Finally, I am currently involved with a group of other Americans 
in assisting the Iranian people in developing a program conceived and 
promoted by their idealistic and progressive Shah, of founding a 
great institution of higher learning along American educational prin- 
ciples. This program, I may add, will be carried forward with Iran- 
ian and nonoflficial U.S. resources. 

I speak of the foreign aid program, therefore, out of a longstand- 
ing concern of the underprivileged populations of Asia. I have used 
the word “underprivileged.” ‘To many economists and social work- 
ers, the term currently connotes a per capita income of something less 
than that of $300, or a caloric intake of less than 1,000 calories. I am 
using the term in the sense of a deprivation of the true bread of life, 
which is a word, as we have been taught—in the deepest sense a con- 
cept of life, an understanding of correct relationships, in the first 
instance, with God, and in the second, with one’s fellowmen. My dis- 
cussion here will be confined to the word as a political and economic 
idea. “Give us the idea that made America great,” a young Iranian 
exclaimed to me, perplexed by the point 4 program; and, as Minoo R. 
Masani, the Indian industrialist, has stated, “You have a feast to 
spread, but you give us only the crumbs.” 


POLITICAL ROOTS OF ECONOMIC PROGRESS 


What is the political idea that made America great? It is a set of 
principles found largely though not entirely in the Bill of Rights. 
It means such things as equal justice for all; trial by jury; freedom 
from arrest and seizure; due process of law; right of free assembly ; 
freedom of the press; of speech, and of worship; the writ of habeas 
corpus; right to speedy and public trial, to be confronted with wit- 
nesses, and to have counsel; defense against harsh penalties and un- 
usual punishments. These are some of the political ideas that in ac- 
tion give tranquillity to the state, encouragement to honest industry, 
and the accumulation of wealth. These are the lamp which should be 
set upon the headland as a beacon for the peoples of the newly formed 
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sovereignties of Asia and Africa, groping for a way to peace and se- 
curity, hungry for the crust of an idea upon which to feed their infant 
institutions. 

In many of the countries of the East, the establishment of a system 
of simple justice—a properly administered court of appeal—would 
do more to allay political unrest and the spread of subversion than 
billions in foreign aid. 

But for our foreign aid officials to proclaim such ideas is officially 
frowned upon, as an interference in the political affairs of other 
peoples. 

At the same time, however, the program interferes violently in the 
economic affairs of these peoples, confusing traditional patterns of 
livelihood and creating insoluble problems of economic adjustment, 
so that more and more money has to be poured in to save, if possible, 
disastrous ventures. I will give some instances further on and discuss 
them if desired. 





THE IDEA OF PROMPT AND JUST REWARD 


What are some of the economic ideas upon which American prog- 
ress rests? I will give one by way of illustration—the idea of prompt 
and just reward for effort. Foreign visitors from underdeveloped 
lands are shown our great industrial machines, but seldom is their 
attention directed to the little brass plates affixed to them, or what 
they signify. I refer to the patent notices. The patent notice is an 
advertisement to the world that society and government defend the 
right of an inventor to the proper fruit of his ingenuity. The patent 
system is relatively new in history—dating from the English Statute 
of eromopolis in 1623 but owing its present general influence to the 
philosophy of the Constitution of the United States. The ideological 
origin of the concept, however, is ancient in the Judeo-Christian tra- 
dition. It may be found in a law given to the Jewish people by 
Moses— 

“The wages of him that is hired shall not abide with thee all night until the 
morning” (Leviticus xix: 13). 
Upon this principle rests our whole system of private enterprise, and 
one reason for the backwardness of many countries of the East is the 
ignorance of this beneficient law. Thus, the slavery that persists in 
arts of Africa and the Middle East in this 20th century, the Anti- 
Slavery Society reports, is fed by the practice of hiring innocent free 
Negroes and bringing them into practical bondage through neglect to 
pay their hire. 





MORAL IDEAS AND ECONOMIC PROGRESS 


From my professional experience of 35 years, I will testify that 
the root of economic progress is a moral idea—or a set of ideas—and 
the principal defect of the foreign aid program is that it substitutes 
for an informing idea a conglomerate of materialistic techniques 
which are being transplanted to a foreign soil without the generative 
force that brought them into being. Instead of Johnny Appleseed 
as its prototype, planting abroad the living ideas of progress, it is 
more in the nature of a banana peddler, whose passing is marked by 
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a scattering of moldering and dangerous peelings. Here is the source 
of the perplexities—the ineptitudes, the failures, the maladministra- 
tion, the corruption—which the Congress and the administrative agen- 
cies are struggling to correct. I have no charges to level against the 
foreign aid personnel, many of whom I know, and whose idealism 
and integrity I respect, but the system and the philosophy with 
which they have to work degrades their efforts and brings them 
frustration, if not temptation. 

I was in Iran when the foreign aid program, under pressure from 
Congress, was suddenly jacked up from a million-dollar technical as- 
sistance program to a $50 million aid program. I was with the Dep- 
uty Director—a fine gentleman from Georgia whose name escapes 
me—and saw the look of astonishment when the cable was read: “We 
can’t spend a third that amount without graft and corruption,” he 
exclaimed. And we know now how true were his words in the sorry 
tale of a quarter billion dollars wasted, revealed by the subsequent 
congressional investigation of the Iranian program. 


DEFECT OF FOREIGN AID PROGRAM 


The defect of the foreign aid program is that it tries to do with 
dollars what only ideas can accomplish. 

We hear a great deal of what is called the revolution of rising 
expectancy; the universal hunger and demand for a better life. You 
distinguished gentlemen who have traveled extensively throughout 
the world studying our foreign aid program are aware of the enor- 
mous influence exerted by American culture upon the world at large. 
An Ambassador of a leading Middle East country told me only this 
week that no country today could plot its political course in rela- 
tion to any subject without an understanding of the U.S. position; 
hence, his eagerness to become acquainted with and understand the 
United States. 

My anxiety over the foreign aid program is that it promotes the 
very unrest it seeks to allay. This revolution of rising expectancy— 
natural and deep seated—is under American influence being per- 
verted into a pursuit of materialism. ‘Through our foreign aid pro- 
gram, the United States is holding up to the world, as the good life, 
a rising standard of material well-being, rather than a rising stand- 
ard of political and personal morality, upon which only a good 
life can be built. Today, throughout impoverished, backward re- 
gions of the world taxes are being levied and resources strained and 
living standards brought low, in order to build a steel mill or a high 
vower dam, or a cement factory, because those things are held up 
in the philosophy of foreign aid as the means to the good life. 

As a well-known Indian industrialist told me in Bombay last fall, 
the reason India is hungry is that the Government is spending money 
to industrialize that should be spent in developing agriculture. 


FOREIGN AID AND DIALECTICAL MATERIALISM 


A contradiction in the foreign aid program is its effort to combat 
the spread of Marxian communism by the application of Marxian 
principles and Marxian techniques. The effect of this is to promote 
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that which it seeks to destroy, to plow the ground and resow with the 
same seed. 

A fundamental tenet of Marxism is dialectical materialism, the 
principle that economics is the controlling force in history. Fred- 
erick Engels, disciple of Karl Marx and cofounder of militant com- 
munism, spelled it out as follows: 

The ultimate causes of all social changes and political revolutions are to be 
sought— 
he writes in “Anti-Duehring”— 


not in the heads of men, not in their better insight into eternal truth and justice, 
but in the changes in the methods of production and exchange; they are to be 
sought not in the philosophy but in the economics of the particular epoch. 


The ideas of dialectical materialism, or economic determinism, have 
not been absent from the American scene. Their influence may be 
traced in various branches of the humanities, notably in the historical 
school of Charles A Beard, and in much American social legislation 
and correctional administration. They have even entered judicial 
practice with appeals to hold society to blame for specific acts of 
violence committed by individuals, rather than the individuals them- 
selves. 

THEORY OF FOREIGN AID 


The foreign aid program represents, however, the first mass effort 
to condition whole societies, the policies of governments, and the 
affections and loyalties of peoples, by the administration of “environ- 
mental conditioning.” 

A formal statement of the theory is found in the study prepared in 
1957 for your committee by the Center for International Studies of 
the Massachusetts Institute of Technology. Entitled, “The Objec- 
tives of U.S. Economic Assistance Programs,” this report states: 

The proposition is that a comprehensive and sustained program of American 
economic assistance aimed at helping the free underdeveloped countries to 
create the conditions for self-sustaining economic growth can, in the short run, 
materially reduce the danger of conflict triggered by aggressive minor powers, 
and can, in say two to three decades, result in an overwhelming preponderance 
of societies with a successful record of solving their problems without recourse 
to coercion or violence. 

The proposition presumes— 


the study adds— 


that a feasible and properly designed program of American economic assistance 
could within 2 decades catalyze self-sustaining economic growth in most of the 
underdeveloped free world. 


The study concludes: 
An effectively designed program of aid for economic development is the best 


instrument available to the United States for encouraging the growth of politi- 
cally mature, democratic societies. 


THE THEORY EXAMINED 


The theory of foreign aid, here stated, poses a fundamental contra- 
diction. The results are declared to be “politically mature, demo- 
cratic societies.” 

We do not know what the authors of the study intended by the 
phrase, but we may assume it to mean a society in which all the mem- 
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bers participated in political decisions, and in which they acted as 
mature citizens, that is, responsibly and without the caprice or sudden 
passion condoned in children. It would be a society, we may gather, 
that would not be carried away by whim, sudden passion, or private 
interest. 

Since, however, societies are but aggregations of individuals, it is 
not possible to conceive of a politically mature, democratic society in 
which the vast majority of individuals were not politically mature in 
their behavior and democratic in their attitudes and convictions. This 
raises the question as to how any group of individuals can be changed 
in their personal attributes by a change in their material condition. 
Will a rise in the standard of living make a person less avaricious, say, 
or less subject to prejudice, hatred, jealousy, ambition, or other pas- 
sions which have been the destruction of societies as well as individ- 
uals? If the proposition has any merit, then it could be argued that 
citizens should be classified according to their tax brackets, on the 
corollary that the higher the person’s income, the less subject he would 
be to the passions of humankind, the more politically mature and 
democratic he would become, and hence the more desirable as a citizen. 

Christian teaching, it may be remarked, has generally stood for the 
view that fundamental changes come from within, that no matter how 
much one whitewashes a sepulcher, it still contains dead men’s bones. 
It is indeed a paradox, that with so many direct sayings on the subject 
from the founder of Christianity, so many churchmen persist in the 
conviction that societies can be reformed, the world made peaceful, 
and universal freedom and justice assured by the mechanism of appro- 
priating money and spending it for dams, cement mills, railways, seed 
wheat, and new plows to increase the material abundance and raise the 
standard of wants. 

THE SEED AND THE FRUIT 


Much of the public confusion over the foreign aid program, and 
much of the misdirection and extravagance in the administration of 
the program, are traceable to the attempt to operate in contradiction 
to observed experience and in defiance of the lessons of history. 

Thus, a prime objective of the program is to allay, in the recipient 
countries, the unrest and dissatisfactions which the Communist Party 

may exploit for internal revolution or which lead to foreign adven- 
tures that upset the international peace. But the program ’ dismisses 
as inconsequential the causes of unrest that have kept the race in tur- 
moil since history first was written, from the abduction of Helen to the 
ambitions of an Egyptian colonel. It has no balm to allay the fevers 
arising from territorial claims and the dynastic claims of princes, from 
boundary disputes, religious differences, racial jealousies, insults to 
nation or to national heroes, the ambitions of military commanders, 
and visions of national destiny. Of the causes of internal unrest that 
lead to rebellions and the overthrow of governments—such things as a 
sense of injustice over taxation and governmental impositions, official 
laxness and corruption, venal courts, police brutality, uncertain pay- 
days, inflation of the money, impressments and conscriptions, expro- 
priations and condemnations, official caprice, official impotence, and 
feeble leadership—the foreign aid program has nothing to say. 

For over a hundred years ‘Egypt has been the recipient of European 
capital and technical assistance in the development of the Nile Valley, 
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and today exhibits modern railway systems, hydroelectric works, 
water impoundage and distribution systems, textile mills, banks and 
exchanges, and all of the associated paraphernalia of modern eco- 
nomic civilization. But it cannot be demonstrated that in conse- 
quence “gypt has achieved a “politically mature, democratic so- 
ciety”; nor is there any evidence to suggest that the present political 
orientation of Egypt would be different had the cz pital and technical 
assistance been received from the United States. Indeed, it is hy- 
procrisy to suggest that American capital and technical assistance are 
going to do better in Asia than E uropean capital and technical as- 
sistance because the American variety is not “tainted” with a colonial 
motive. 
DIAGNOSIS OF THE MALAISE OF THE EAST 


Here is a diagnosis of the malaise of the East by one of its own 
people which illustrates how foreign aid is hamstrung by its dedi- 
cation to the Marxian dialectic: 


The young Indian, Chinese, Iranian, or Arab who wreaks havoc in the streets 
of Asia is basically directing his defiance and hostility against the restraints of 
cultural and religious traditions, the sickly mysticism, the sacred superstitions, 
the autocracy of well meaning but unenlightened parents and teac 
forces that robbed him of dignity, self-confidence, and freedom to grow; the 
forces that, earlier in his life, strangled his helpless, defenseless, unfinished 
self.’ 





THE EUROPEAN RECOVERY PROGRAM 


The captivation of theorists and of large elements of the electorate 
with the possibilities of foreign aid is due in part to the apparent 
success of the European recovery program. Here is a case of assum- 
ing post hoc, ergo propter hoc. If it be admitted that American in- 
tervention in Europe: un affairs beginning in 1948 produced a stiffen- 
ing of resistance to communism, it has not been show n, nor can it be 
shown, that this was due to American economic assistance more than 
to the psychological effect of American concern and moral support. 
On the contrary, the great centers of Communist strength in Europe 
remained just where they were before Marshall plan aid began, and 
in the very areas in w hich American aid was most liberally admin- 
istered ; that is to say, in the industrial districts. Communist strength 
in Italy, contrary to the economic well-being thesis, has been greater 
in prosperous northern Italy than in impov erished southern Italy, and 
foreign aid officials discovered, to their consternation, that Communist 
Party enrollment was frequently greater in the factories providing 
the highest wage rates, the most liberal employee benefits, the most 
congenial working conditions. 


TEARING DOWN BY BUILDING UP 


The paradox of the foreign aid program, in the area in which it 
proposes to operate with authority, namely, the economic sphere, is 
that the effect of pouring in funds and technical assistance to build 
up the economic structures of various foreign countries has most gen- 


erally been only that of introducing confusion and instability into the 





1Fereidoun Esfandiary, “Is It the Mysterious or Neurotic East?’ in the New York 
Times magazine, Mar. 24, 1957. 
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economies. The reason for this is implicit in the theory of foreign 
aid. The theory premises a homogeneity of culture which is not 
proven by observation. It assumes that what is good for the United 
States of America is good for everybody, from the British Isles to 
the islands of Micronesia. If steel mills, say, are significant in the 
American economy, they should also be good for the Indonesian. 
American agricultural techniques should be of interest. to the melon- 
growers of Iran and the yam farmers of Africa. This view over- 
looks the fact that American techniques are themselves in a state of 
flux, and that what was considered the last word in a science only a 
decade ago is now antiquated. We may cite the agricultural prac- 
tices of the 1920's, that of deep plowing for one, that nearly ruined 
vast areas of the Great Plains by erosion and wind blowing of precious 
topsoil. Margaret Mead, the anthropologist, has pointed out that 
even so simple an innovation as an iron plow may have catastrophic 
consequences for agricultural communities in India. It throws the 
carpenter out of work and upsets age-old community patterns. It 
requires heavier draft animals which in turn need more fodder than 
may be available. The wooden plow is light and can be carried from 
plot to plot, and as a farmer may have several widely scattered plots 
or strips, the iron plow makes necessary a general rearrangement and 
consolidations of holdings.’ 

The result is that unless the U.S. Government is prepared to take 
over the management of the economy bodily, and reconstruct it from 
top to bottom—a task for which it commands neither the wealth nor 
the political fiat necessary to accomplish—it had better leave reform 
for the people themselves to achieve through ways with which they 
are familiar and which are fitted to their traditions. 





THE TURKISH CASE 


Two instances out of many may be cited. In Turkey, under the 
stimulus of the American aid program a large tractor import pro- 
gram was instituted in an effort to modernize farming. As the 
tractors were supplied to the Turkish Government out of foreign aid 
funds, and by the Government to the farmers on easy purchase terms, 
the momentary result was a glow of prosperity. But a tractor farm 
economy requires a completely different environment in which to 
operate from the ox and wooden plow economy it supplanted. If 
the tractors were to be kept fueled with gasoline and in repair, the 
farmers had to produce a surplus for the market. This required in 
turn roads by which to move the crops to market. Involved also 
was the development of foreign markets. This meant competition 
with other exporting ae the United States. The 
result is that cher 12 years of —_ aid, Turkey is no nearer a self- 
sufficient economy than ever. Turkey, which in 1945 had an export 
surplus of $33 million and in 1946 of $74 million has had trade deficits 
ever since, ranging to as high as $193 million in 1952, $184 million 
in 1955, and $88 million in 1959. Here is the conclusion reached by 
former Ambassador Norman Armour following his survey of the 
aid program in that country in 1957: 


2“Cyltural Patterns and Social Change,” edited by Margaret Mead, pp. 192 ff. (Mentor 
Books, New York, 1955). 
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Basically, Turkey is suffering today from too much economic development, 
too fast, with too little. * * * The United States must share some of the blame 
for Turkey’s overambitious economic development.* 


THE AFGHAN EXAMPLE 


In 1950 the Government of Afghanistan, actuated by the economic 
development theories of the foreign aid program, and aided by an 
Export-Import Bank loan, embarked on an ambitious scheme of water 
control and land reclamation in the Helmand Valley. This became 
eventually one of the largest American financed and constructed de- 
velopments in Asia. The project, while it has its defenders, has not 
proven a success, partly because of lack of trained administrators, 
partly because of engineering defects, but largely, it appears, because 
it failed to take into account the reluctance of the tribes to leave their 
traditional nomadic life for the sedentary life of tillage. The failure 
of this attempt at environmental conditioning has not only put grave 
strains on the Afghan economy but has threatened the political sta- 
bility of the country and thrown it in the orbit of Soviet Russia. This 
is the opinion of qualified observers, and the following from the report 
in the New York Times magazine by Peggy and Pierre Streit, who vis- 
ited the country in early 1956, is illustrative: 

The Helmand Valley project, which was to have been a boon to Afghanistan, 
has today placed a dangerous strain both on the Afghan economy and on the 
nation’s morale. Some Western observers in Kabul reason that recent Afghan- 
Russian trade agreements and the Afghan acceptance of a $100 million Soviet 
credit represent a partial attempt to mitigate this plight. If this is so, the 


United States may have unwittingly and indirectly contributed to driving 
Afghanistan into Russian arms.‘ 


TAXING PRIVATE ENTERPRISE TO SUPPORT SOCIALISM 


A further contradiction in the foreign aid program is the paradox 
of a government attached to the principles and system of private 
enterprise officially encouraging the development of statism and mo- 
nopoly abroad. The United States is in fact doing concretely what 
Soviet Russia has been doing only through propaganda: it is pouring 
out vast sums to promote totalitarian and communistic economic and 

olitical systems. It fosters 5-year plans, 7-year plans, state planning 

oards, imitation TVA’s; it has put governments into the electric 
power business, into cement manufacture, into slaughter and meat 
processing, textile manufacture, tanning, sugar refining, milk process- 
ing, and other commercial undertakings. The list, drawn from official 
releases and press reports, could be expanded. Clement Johnson, 
chairman of the board of the U.S. Chamber of Commerce, reporting 
to the Senate Foreign Relations Committee on the foreign aid pro- 
grams in southeast Asia, states: 

There is little or no encouragement for private enterprise. It is politically 


more popular to create state owned, publicly administered monopolies which also 
afford opportunities for patronage and special favors.’ 


® Senate Foreign Relations Committee print, Survey No. 1, February 1957. 
«New York Times magazine, Mar. 18, 1956. 
® Committee print. Survey No. 7, March 1957. 
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THE INFLATIONARY EFFECT 


A paradoxical effect of the foreign aid program, not understood by 
theoretical economists, is the inflationary effect of foreign aid. Ac- 
cording to theory, foreign aid funds should be deflationary in effect 
in the recipient countries, since they increase the supply of goods avail- 
able within the economy without increase of the money supply (since 
the goods are provided as U.S. gifts). This theoretical result does not 
follow in practice. The reasons are simple. The effect is somewhat 
like that upon a high school boy’s allowance from the gift of an auto- 
mobile. The young man has more possessions but less money, for 
even though the automobile may save him carfare, he becomes involved 
in the expense of gasoline, tires, and repairs, not to say a whole scale of 
expenditure which the status of an owner of an automobile seems to 
impose. Foreign aid funds are usually given under conditions of 
counterpart contributions by the recipient government. Thus, if the 
United States donates a steel mill, the local government has to pay for 
its erection and operation. Often a whole web of new expenditure is 
involved, for such items as roads and housing facilities, the develop- 
ment of ore supplies, the construction of railways to handle the ore, 
communication facilities, and all the various items of so-called social 
overhead. Stimulated by this activity, prices begin to rise, beginning 
with wages in the environment of the undertaking, followed by the 
prices of the things which the workers buy. Finally, the government, 
to finance its share of the development, increases its borrowings, which 
add to the inflationary pressure, and finally resorts to the printing 
press. 

IS A FOREIGN AID PROGRAM NEEDED? 


This discussion would not be complete without giving recognition 
to the vocal demand of a large element of the electorate for some na- 
tional expression of the moral conscience. The question to be consid- 
ered is whether there is an alternative to the foreign aid program as 
such an expression. The viewpoint expressed here is not that the 
moral conscience should be ignored, or that it should be denied expres- 
sion; the view here taken is that the Federal Government is not the 
proper instrument for the expression of the charitable and benevolent 
impulses of the citizens. This is a Government of delegated powers, 
and the attempt to use it as a charitable agency abroad is not only 
unconstitutional, but is self-defeating of such purpose. 

The greatest contribution this country can offer to the rest of the 
world is not the material products of the American livelihood system, 
but the American idea. By the American idea is meant the complex 
of ideas imbedded in American political, economic, social, and moral 
practice, that are the ultimate dynamic of American culture. 

What is the American idea? Some think it is a Cadillac complex 
and chrome-plated plumbing, the right to throw bottles at the umpire, 
and to be noisy in foreign lands. It may be these things, and worse, 
but it is also a group of ideas drawn from the parent cultures of 
Europe and the Middle East—ideas which, developed, matured, or 
simply refurbished, are the proper coin with which “to pay back to 
the countries of the world some of the things we in the past have 
gained from other countries.” Here are some of them, drawn from 
Judeo-Christian scriptures, that have made possible the economic 





i i i 


as 





Ve 


a a. T - o 


VS aw 


a 


e, 
of 
or 
to 
ve 
m 


ae gg 


— 


— TE 


MUTUAL SECURITY ACT OF 1960 599 


strength and industrial power of this country: Dignity of labor; 
right “of the workman to his hire; equal justice before the law; per- 
sonal responsibility; confidence that for every problem there is an 
answer, for every need a response; a just weight and a just balance; a 
respect for exact truth. 

If these components of the American idea are understood, then the 
task is simplified: The American idea becomes one of a community 
of ideas having a common purpose in the illuminated moral conscience 
of mankind. It will diffuse of its own accord, as irresistibly as a frag- 
rance on a breeze—from the activities of American oversea commerce 
and communications; from oversea missionary and philanthropic en- 
terprise; from the arts of the motion picture, radio, and written 
word; and most importantly, from a foreign policy of confidence and 
courage and respect for the idea 

The CuHarrMAN. Senator Sparkman, do you have any questions? 

Senator SparkMAN. To sum it up, you do not believe in the mutual 
aid program; is that right ? 

Mr. Groseciose. I don’t believe it is effective, sir. 

Senator Sparkman. Does that apply to both the military and the 
economic or are you addressing yourself only to the economic? 

Mr. Groseciose. I prefer to address myself to the economic aid 
since I am an economist. I have studied the military aspects and I 
have some opinions on it, but I would not offer them as a qualified 
opinion. 

Senator Sparkman. Thank you, sir. 

I have followed it very closely. 

The Cuarrman. Thank you very much, Dr. Groseclose. I appre- 
ciate your coming and giving the committee the benefit of your views. 

Mr. Grosrciose. Thank you very much. 

The Cuamman. The next witness is Dr. D. T. Buckley, chairman 
of the Government Relations Committee of the Coal Expor ters Asso- 
ciation of the United States. Dr. Buckley, will you proceed ? 





STATEMENT OF DANIEL T. BUCKLEY, CHAIRMAN OF GOVERNMENT 
RELATIONS COMMITTEE, COAL EXPORTERS ASSOCIATION OF THE 
UNITED STATES, INC. 


Mr. Bucxiry. I have with me Dr. Miles Robinson. He is the 
secretary of the Coal Exporters Association. I would like to have 
him sit with me. 

The Cuarrman, Certainly. 

Mr. Bucktey. I might preface my remarks by saying in the lim- 
ited time we had of notification from the committee that the hearings 
would start this morning I do have a statistical tabulation that “I 
think would be of value to the committee that was released by the 
Bureau of Mines yesterday that I would like to file for the record 
at the close of my presentation. 

The CuarrMan. Yes, sir. 

Mr. Bucxtry. I would also like to incor porate in the record this 
study of unemployment released yesterday by the Special Committee 
on Unemployment Problems. I may with the permission of the chair- 
man refer very briefly to the situation in West V irginia, Kentucky, 
where unemployment has been a very serious problem. 
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The CHarrmMan. That will be received. 

Mr. Bucktry. My name is Daniel T. Buckley. I am chairman of 
the Government Relations Committee of the Coal Exporters Asso- 
ciation, Inc., and assistant to the president of Castner, Curran & 
Bullitt, Inc., 60 East 42d Street, New York City, exporting sub- 
sidiary of Eastern Gas & Fuel Associates, and my office is located 
at 338 Washington Building, Washington, D.C. 

I might say for the information of the chairman and Senator 
Sparkman, that with the exception of one year, I have appeared yearly 
since the enactment of the Foreign Aid Assistance Act of 1948 on 
behalf of the Coal Exporters Association in support of both economic 
and the military assistance aspects of the foreign aid programs. 


UNITED STATES AS A SOURCE OF SUPPLY FOR ICA PURCHASES OF COAL 


Because of the time limitation indicated in your wire, I would this 
morning like to confine my remarks primarily to two aspects of the 
situation that has confronted the bituminous coal industry, and would 
like to talk to those particular questions. 

They relate particularly to the Mutual Security Program. The 
first is that several years ago the law provided it was discretionary 
with the President of the United States to determine that in areas of 
labor surplus that the moneys expended, particularly now I am talk- 
ing about coal, should be given to those areas in our industry that 
were in areas of labor surplus, where there was tremendous unem- 
ployment. That was done initially in 1954. Subsequently the law 
was changed and the President advised the various agencies about 2 
years ago that the moneys for coal purchases or any other commodities 
would have to be worldwide sources of supply. 

With that we have no fault, and I will talk on coal. We think 
in the very serious unemployment situation confronting our industry 
today, not only in West Virginia, Kentucky, Alabama, and every 
ae else, that for the period of this emergency, at least, we should 

ave any moneys expended by ICA—and [ will admit the countries 
are limited that do purchase coal today with ICA funds—that the coal 
be stipulated as being the U.S. source of supply. 

I believe Senator Bennett has introduced a bill along that line, but 
he restricts it to Korea and to 50 percent of whatever the moneys ex- 
pended. 

We believe that during this unemployment emergency, that this 
coal should be purchased from the United States. 

Now in the report of the special committee on unemployment prob- 
lems that was filed yesterday with the Senate, there was set forth on 
page 64 the tabulations for all the States including Alabama. You will 
find that in the case of West Virginia, with which I am very familiar, 
and my company has operated in that State for 50 years, that in sec- 
tions in southern West Virginia particularly that have supplied the 
coal in the past to Germany and other countries in Europe—in Welch, 
W. Va., in the month of December the unemployment in that area 
was 25.4 percent of the population. 

Now that compared in 1957 with only 10 percent. In Beckley, in 
the month of August, late August is the last figure, there was 30 
percent unemployment as against only 8.7 percent back in 1957. As 
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you go through the State in the various areas you find this is a condi- 
tion that has existed by reason of conditions over which there has been 
no control. I think most people are familiar with the fact we have 
had a foreign oil problem that has affected us along the Atlantic 
seaboard. 

We have also had a natural gas problem. If there is a possibility 
of shipping coal with U.S. dollars under the foreign aid program, I 
think in this unemployment emergency that it should be done under 
a U.S. source of supply program. 

I think the committee should give it serious consideration. I think 
you must consider the economic aspects of our industry. 


GERMAN RESTRICTIONS ON COAL IMPORTS 


Now I will go from that to the next problem, which is of great 
concern to us. We have lived with this situation in Germany, and I 
know, Senator Fulbright, how active you were 10 years ago in recom- 
mending the Organization of European Economic Cooperation, as the 
United States of Europe. We have followed that organization’s 
functions actively. 

Two years ago when I appeared before the committee I stated in 
my testimony, which appears on the hearing record, the fact that in 
the case of Germany, we were worried over the fact that Germany 
was going to impose certain restrictions on American coal, which they 
did. I said at the time about Germany: “We are presently con- 
fronted with restrictions that are being placed on the shipment of 
American coal to several countries in Europe.” 

This was on September 2, 1958. 

Belgium: In particular it has been indicated in articles that have appeared 
recently in the New York Times that the foreign Government of Germany is 
considering a substantial reduction in its imports of American coal because of 
the excessive stocks of German coal presently on hand. The requirement with 
respect to Belgium stipulates that licenses will be issued by the Belgium Gov- 
ernment to cover only that coal for which long-term contracts are in effect, and 
as to Germany while there has been no definite stipulation with respect to the 
procedures they may follow, it has been indicated by the chief of the German 


miners’ union that the Bonn government should take the necessary steps to re- 
duce the imports of American coal substantially from its present level. 


That appears in your hearings also on the 2d session, 85th Con- 
gress, in the Mutual Security Act before this committee. My testi- 
mony appears on pages 776 to 777 followed by various tabulations I 
introduced. 

Subsequent to that statement on September 2, 1959, the German 
Government invoked article 19 of GATT and on September 3 an 
article appeared in the New York Times, but we were told contracts 
in force and effect would be continued for the life term of the contract, 
which is approximately 8 years. 

We met with the State Department. They outlined the procedures, 
that certain tonnage was under contract for a 3-year period, 41 mil- 
lion tons, but that those contracts would be honored. 

Four months later, on January 26, 1959, the Bonn government 
announced, through Ludwig Erhard, the Economics Minister, it was 
the intention of the German Government to restrict importations of 
coal, all coal—not just American coal but all other coal to a tonnage 
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limitation. And, any coal in excess of quota, particularly American 
coal, the tariff to be recommended was $4.76 a ton—a confiscatory tariff. 
That has been in effect since February 16, 1959. We fought it all 
through 1959. Originally, it had been our intention to bring this to 
the attention of thiscommittee. But because of the State Department 
advising the situation with respect to Berlin was tense, we did not 
want to disturb anything that existed at that particular time. So we 
have continued to meet with them. At present the State Department 
is trying to get the tariff situation eliminated. 

The tariff was extended for the calendar year 1960. The Germans 
wanted to make it for 2 years. So we are up against this proposition 
today with the German Government. We have supported whole- 
heartedly both the military and ec onomic assistance aspects of mutual 
aid programs. The position we are in today, and which we have stated 
to the State Department, is this: We are barred from shipping into 
Germany any tonnage in excess of 4,400,000 tons. We don’t contend 
that 1957 was a normal year of movement. But of the 4,400,000 tons 
which are on long-term contracts, cancellation fees were paid in ex- 
cess of that amount, in any year. But the $4.76 a ton prevents us 
from competing with German coal in the various parts of Germany, 
because when you add that prohibitive tariff, a protective tariff that 
exists in no other country in the world, to the delivered price of 
American coal, that is the f.o.b pier at Hampton Roads or Mobile or 
Baltimore and to that add the vessel rate to Germany, we can’t com- 
pete. They charge a high price within the country, and at the present 
time we are being subjected to their dumping coal in Italy, their 
dumping coal in Sweden, the other Scandinavian countries, and it is 
impossible for the U.S. bituminous coal industry to compete. 


NEED FOR A COMPETITIVE SITUATION 


We do feel, and we feel very strongly about it, that the unilateral 
action of Germany, the imposition of a protective tariff and the form 
in which they have done it is not consistent with the things at least in 
which we believe and we have built up a strong foreign export of our 
coal. 

We did it from scratch. We have to compete with all the other 
nations throughout the world. We are working on a free dollar basis, 
thanks to this particular mutual security program and the Foreign 
Aid Act by giving them economic aid over a period of years to put 
these countries on their feet so they are able to pay dollars for the coal. 
We don’t mind competition, but we cannot see why under the condi- 
tions existing in our industry today that we should be confronted in 
Germany with a $4.76 tariff because of the Miner’s Union, the Ruhr 
Coal Cartel group and the Bonn government agreeing to go along 
with them. To the everlasting credit of our State Department they 
have fought that thing tooth and nail. 

I know that is contrary, Senator, to your beliefs and those of 
Senator Sparkman and other members of the committee. But it is 
most unfair to us to be confronted with that proposition. I will give 
you a basic illustration. They quote a price at Rotterdam for ship- 
ment to Italy of $10 a ton. The price of American at Hampton 
Roads on an equal basis, say, is $9.50 a ton. To get that coal to Rot- 
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terdam, Antwerp, the vessel rate at the present time is $3.75. That 
would make our American coal] $9.50 f.o.b. piers for good quality 
coal. In that price is approximately $4 for rail transportation from 
the mines to tidewater. That would put our coal in Rotterdam at a 
figure of $13.25 a ton. They are quoting coal against us in Italy and 
other countries at $10 a ton f.o.b. piers Rotterdam. 

It is obvious, and I have stated to the State Department, they do 
not need a tariff of $4.76 if they are able to sell coal) f.o.b. Rotterdam 
at that low level of price, when we can’t possibly meet it. 

If we could compete with them, and I mean in all Germany, we will 
take our chances on competition, free of the tariff. They would not be 
able with their cartels, which exist in Germany, to sell at a price of a 
high level, make a high profit on that coal, use those high profits to 
offer the German coal elsewhere at $4 or $5 under American coal at 
a loss to them and absorb the losses through the profits which they are 
able to charge consumers in Germany. 

If we had not supported mutual security, if we had not gone whole- 
heartedly down the line in support of it all, then I would not be here. 
But we have reached a point where we are almost at the end of the 
road. When I contemplate the unemployment—and I have never in 
35 years in this business ever seen the unemployment that now exists— 
it Just tears my heart out. These German coal operators don’t work 
a mine the number of days a week needed in order to meet the actual 
demand as we do in our own country. They store coal on the ground 
at the mines in millions of tons, and then with the Ruhr coal group put 
this coal in storage, and then in periods of peak demand they unload 
it. In many instances that coal 1s of a quality that does not compete 
with American coal. 

Our coals are primarily coals of the metallurgical and coking qual- 
ity, and we have been placed at what I consider to be a very unfair 
disadvantage—but I don’t want to do anything to disturb the normal 
relations we have with the State Department. 

They have been more than fair. They have done everything within 
reason. Initially we met with Under Secretary of State Herter on 
September 23, 1958. We have had at least a half dozen meetings 
since then. The last one was about a month ago. But we are up 
against the proposition that in those things you move so slowly, and 
that tariff continues until the end of the present year, December 31, 
1960. The Ruhr coal group wanted us to acquiesce to a 2-year exten- 
sion. We said we did not believe in that sort of tariff. And yet we are 
confronted with a very serious problem now that the tariff has been 
extended through 1960, 

We have built up a market for our coal in different countries under 
competitive situations. And to use a tariff as a protective tariff so 
they can make high profits from within, and then dump that coal 
against us elsewhere, I don’t think, Senator Fulbright, is very fair at 


all, 


BACKGROUND OF GERMAN PROTECTIONIST MEASURES 


The Crarrman. Thank you, Mr. Buckley. 


I want to ask you a question or two. Is this the only country you 
say that hasa similar tariff ? 


53356—60——39 





baeeiét & 





f 

4. 

x 

- 
x 
y 


it 
, 


PEAT 


604 MUTUAL SECURITY ACT OF 1960 


Mr. Bucs ey. It is the only country to my knowledge in the world 
where there is a protective tariff against American coal. My own com- 
pany ships to about 15 or 20 of them. 

The Cuarrman. And this was instituted in 1959? 

Mr. Bucstey. It was instituted January 23, 1959. 

Ludwig Erhard announced that it was the intention of the German 
Government to recommend to the Bundestag a quota system for im- 
ports of coal including American with a tariff $4.76 a ton, and it was 
made very clear that it was directed primarily at American coal im- 
ports, and within that quota that over and above a certain quota 
if contracts were canceled they would pay certain cancellation fees. 

The Cuarrman. The State Department, you say, has done all that 
it can. 

Mr. Bucktey. It is still working on the matter. It is a very slow 
process but we are in a period of almost complete strangulation at 
the present time because of this coal that is being dumped against us 
in different countries, and we know in the case of Greece, we brought 
their attention to the case of Greece, we named the six German com- 
panies involved in one of these cartel groups that agreed to underwrite 
export of coal to Greece against American coal. 

We named who the companies were and there are three separate 
cartel groups operating in Germany on the sale of coal. You must 
understand, of course, unlike Britain or France where your mines are 
nationalized, we have no problem; Britain does not buy a ton of coal. 
We have no problem with them. 

The Cuatrman. Why doesn’t Britain buy ? 

Mr. Bucktey. Because with their surplus coal position that devel- 
oped several years ago they no longer had the need of it. France is 
buying about a million tons. We don’t complain of that. They need 
that million tons. What we complain about is of all the countries— 
and here we are confronted, as I brought out to the State Depart- 
ment, with this economic community of Europe, the new one with 
C.S.C, countries supplying it, the new European free trade associa- 
tion, with Great Britain as a coal supplier, their tendency, of course, is 
to do what? Their tendency is to favor their own from within. 

We have had enough experience with the coal and steel community, 
and we have lived with it. Until they imposed this tariff, we could 
not complain. Weare willing tocompete any place. 

Weare not asking for any favors. 


QUESTION OF IMPOSING A QUOTA ON GERMAN IMPORTS 


The Cuarrman. What do you think the Germans’ attitude would 
be if we imposed a quota on Volkswagens ? 

Mr. Bucxiey. I don’t know. We have never pressed that matter 
for the reason we have tried to keep this case on the basis of coal. 
We insist that that is unfair, that it is inequitable, that it is a con- 
fiscatory tariff and its sole objective is to attempt to destroy a foreign 
market built up at a great expense under the free enterprise system, 
where it is free dollars. There is no U.S. aid. We get no subsidy. 
We don’t want any. We coal exporters are selling the coal without 
a trade deficit as we advised the President after his message to 
Congress. 
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The Cuarman. If there is no economic justification for it from 
the Germans’ point of view, and if what you say with regard to their 
motives, that this is not simply to protect their industry but to enable 
them to go out by this method and take over other markets 

Mr. Bucxiey. That is correct, sir, that is exactly what has 
happened. 

The CHatmrMan (continuing). It seems to me that this goes beyond 
normal justification even for protective tariffs, and that the question 
of discriminatory treatment of our products might well be pertinent 
to the way we treat their products. 

Mr. Bucktey. I think they would tell you in the State Depart- 
ment—and from the time we met with Under Secretary Herter we 
followed a policy which I am sure you would approve of—that all 
our meetings were executive, we never publicized them so they would 
have free rein in their dealings with the Bonn government. 

We have cooperated faithfully, religiously. We have followed 
that practice and procedure, and it happens to be one of these things 

that you have never heard about. But we are reaching the bre: aking 
point. The reason for bringing this matter to your attention is that 
here with all we know—and I try to keep abreast of these matters— 
with all we know, we read about the “Outer Seven” and the “Inner 
Six,” and knowing what those things can mean to us competitively 
almost in the immediate future—and frankly it is frightening. That 
is the reason why we wanted to come here this morning, and we do 
support the foreign aid program militarily and in every other way. 

We think it is the most wonderful thing that ever happened. I 
think your ideas expressed 10 years ago about these European states 
getting together I think has sue eeded far beyond your wildest dreams 
when you used to tell Paul Hoffman and David Bruce and these peo- 
ple about what your thinking was on it. 

I think it sueceeded beyond your wildest dreams. But in the proc- 
ess we are becoming the innocent victim in an industry that, if we 
ever lost our tidewater movement of coal from southern West Vir- 
ginia, southern Virginia, and eastern Kentuc ky to Hampton Roads, 
the Lord only knows what we will do. 

The Cuarrman. Of course, as you know, this matter of tariffs is 
not within the jurisdiction of this committee, and we do not give 
Germany, insofar as I know, direct economic aid. 

I have great sympathy w ‘ith your problem, but this is, as I under- 
stand it, a rather unique example of a discriminatory tariff, which 
is, In effect, prohibitive. I don’t see why it is not quite logical to 
consider it in connection with the vast imports—the largest now of 
any foreign country—of their products. 

I don’t wish to put obstructions in the way of trade, but I also 
resent unfair, unjustified discriminatory obstructions of other peo- 
ple’s trade. 

Mr. Bucktey. I couldn’t understand their invoking article 19 of 
GATT as an escape clause. When we raised the question first on 
that particular line it was ponted out that Germany or our country 
had ever invoked it at least so far as GATT was concerned. I under- 
stand the Trade Agreements Extension Act is superv ised by the Sen- 


ate Finance Committee and the Ways and Means C ommittee of the 
House. 
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Why can’t we invoke article 19 of GATT? And specifically I am 
directing my remarks to one thing. As you well know, GATT is 
supposed to have a general meeting this fall and our country has the 
right to reduce tariffs 5 percent a year under the 4-year program on 
trade agreements. 

The preliminary meetings that are going to be held with respect 
to GATT, maybe within the next month, you understand—my position 
has been all right if that is part of the game, if they want to do that 
sort of thing, if they are going to continue this tariff, which they have 
shown no desire at al] to eliminate, then some place along the line we 
have got to find an answer to it. I don’t know any other place to come 
but here. I have lived with this committee through the various for- 
eign aid programs when Senator Connally and Senator George were 
chairmen. 

I don’t know the answer. But I do think that it does fit into the 
whole foreign relations program. 


REASON FOR GERMAN IMPOSITION OF TARIFF 


The CuHarrman. What did the Germans give as a reason for putting 
this tariff on ? 

Mr. Bucxtry. That is the thing we have never been able to get an 
answer to, an absolute answer to. 

The Cuatrman. Did they give some reason ? 

Mr. Buckiey. The point that they contended initially was that 
that would represent the difference in cost between the American price, 
the American delivered price, what they would call the landed price 
of American coal at Hamburg or Rotterdam-Antwerp for transport 
up the Rhine, and the costs of the German coal in these particular 
areas. In other words, the story was that if American coal delivered at 
Rotterdam-Antwerp we will say for $12, that same year and coal that 
would be consumed in south Germany, that that coal would cost Ger- 
many $16 or $17. Therefore, the equalization was $4.76 a ton. Now as 
I pointed out to the State Department just within the last 2 months, 
I destroyed that argument when I said well, if that is true, what they 
say is true, and they quote a price Rotterdam and Antwerp at $10, 
$3.60 water freight to Italy which is $13, and it costs us to go to Italy 
$15, how can they justify a $4.76 tariff if their contention is their 
costs are $5 higher and that is why they did it. 

The Cuamman. What did they say to that ? 

Mr. Bucktey. Germany has never answered it. We finally got the 
thing into the hands of the Assistant Foreign Minister. Gunther 
Harcourt was over here and you may have met him. Ludwig Erhard 
admitted on a television program a year ago the tariff was strictly a 
political measure, 

The Cuamrman. What does the State Department say ? 
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Mr. Buck ey. I am not at liberty, to be very frank with you, to 
tell you, because we have always pledged ourselves we would not 
talk about it. If you want what we have talked about, I am sure the 
Deputy Assistant Secretary of State for Economic Affairs, Mr. 
Martin, who replaced Mr. Beale, will tell you the story we have told. 

Not on one occasion now. I think we have had about seven or 
eight meetings. 


WHAT ACTION COULD THE COMMITTEE TAKE? 


The Cuarrman. Mr. Buckley, I am very sympathetic to your prob- 
lem. What do you think this committee might do about it except sym- 
pathize with you?) What do you think as a legislative matter this 
committee can do about it ? 

Mr. Bucxtey. Senator, I think that this committee, the committee 
in my opinion that has always been the top committee with respect 
to foreign relations of our Government, and for which committee I 
have a very high respect and its membership over the years, I am very 
sure of one thing. Maybe it cannot be done legislatively. I think the 
committee on the matter of U.S. source of supply, can do something. 
But I think that this committee, now that I have made these state- 
ments, which I would make under oath, is entitled to know the condi- 
tion that exists, 

The CHatrmMan. You are not answering my question. Tell me, 
what do you think this committee can do? 

Mr. Bucktey. I think they could check into this matter and indi- 
cate that this is a very serious matter and what do they intend to do 
about it ? 

The Cuarrman. In what manner indicate it? What do you think 
we can do specifically ? 

Mr. Buckey. Specifically, I think under the Mutual Security Act 
that in those parts—and I have particular reference where a couple 
of years ago you adopted, I think it was section 413(c), and last 
year you extended it—that particular section is incorporated in my 
prepared statement, the provisions relating to surplus, and so forth, 
and it translates it. 

Under certain things if U.S. industry is being hurt 

The CHarrmMan. But we are not shipping things to Germany; she 
can buy all she wants. She is as well off as we are. 

Mr. Bucktey. Well, is she? 

The CuarrMan. Yes. 

Mr. Buckiey. Don’t we give Germany aid? We do in Berlin. We 
do for West Berlin. We give military aid to Germany, don’t we? 

The CHatrMan. West Berlin gets some special assistance. But we 
are not giving any military or economic aid to the West German 
Government except for that special case in Berlin which, as you know, 
is a very unique situation politically versus the Russians. 
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Mr. Buckiey. Of course, one of the things that I notice in your 
authorization 

The Cuairman. I don’t want to get off too far. 

I want to know what we can do. Would you like for me to write ¢ 
letter to the German Ambassador calling his attention to this or 
what ? 

Mr. Bucxury. The answer so far as I am concerned, and it is the 
reason why I raised the question, that the various parts of the law 
that might be applied, I mean in the limited time I had this time to 
get ready for this proceeding, then I would say that at least on the 
report that you make covering this, if you could take cognizance of 
that, Iam sure that would be of assistance to us. 

The Cuatrman. This committee is not concerned with tariffs nor 
with the adjustment of tariffs. 

It is concerned with the mutual security program. I don’t see how 
that comes in at all with this particular problem. I agree that the 
capacity for Germany to do business and all this other rehabilitation 
grew out of the Marshall plan primarily and some aid. But at the 
present time we can’t say that we will stop aid because we are not 
giving any aid, unless you want to pick out Berlin, which has political 

nificance. 
r. Bucxuey. I realize that. 

The Cuarrman. But I don’t really see how this is pertinent to this 
legislation. However, if you think it is wise, I would consider raising 
the question simply as a citizen. If I understand the situation, this 
appears to me to be a very discriminatory act on their part. 

Mr. Bucxtey. It is. 

The Cuarrman. As I say, if I understand it as you have presented 
it, I can’t understand why they would be so arbitrary with coal, and 
I particularly don’t like the aspect of their using this as a means to 
usurp your opportunity at least to sell in Italy and other countries. 

I think that is bad and this is contr ary to our general policies. 

We have been told within the last month that as a result of m: any 
of our actions countries like Japan and other countries are moving 
to try to remove restrictions on our imports. 

[ am all for that. I don’t believe there is any such thing as abso- 
lute freedom of trade, but at least a high degree of it is beneficial to 
all of the Western countries. This isa rather unique case. 

Mr. Buckxiey. You know, Senator, it is really a very unique case. 

The Cuatrman. I wouldn’t mind having the response of the Ger- 
man Government to :n inquiry as to how they justify this. 

Mr. Bucktey. I don’t know how they justify it either. 

The CuatrmMan. Would you suggest that you would like for me to 
inquire of the German Ambassador as to how they justify this? 

Mr. Bucsuey. I think one thing that you might do, the suggestion 
that I made, I told you I am under very definite limitations and re- 
strictions covering the matters that I have discussed with the State 
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Department, and which I can’t state publicly. I do think this much 
about it. I have no objection to that if first the Department was con- 
tacted with respect to our position on this matter, and that would 
be very helpful I am sure. 

I hate to come in here and inject all of this, and under ordinary 
conditions I would not have done it. But it has become a very frus- 
trating problem and I know not only for me but I am sure for the 
Department too. 

The Cuarrman. I think our legitimate businesses ought to be 
treated fairly. 

Mr. Bucktey. I think so too. 

The Cuarrman. If I can do anything I will be glad to do it. 

But at the same time, as you probably suggest, “I shall not under- 
take anything without the knowledge of the State Department. 

Senator Sparkman, do you have any questions? 

Senator SparkMAN. No. I am in full accord with the statements 
made by the chairman. Of course, Mr. Buckley knows my interest in 
this in Alabama. I have also had a great deal of correspondence with 
people in my State. 

Mr. Buckiey. You and Lister Hill have been two of our best 
friends. 

Senator SparkKMAN. If we could do something, I would want to do 
it. But it seems to me that this is a story that ought to be told to 
the Finance Committee. 

Mr. Bucstiey. I will think about that but I am not going to 
get into the Finance Committee; I have told my story. I appreciate 
the time you have given me. 

The Cuarrman. Thank you very much. 

Mr. Bucxtiey. It was a very nice thing for you to hear me because 
it is a matter with which I have lived and I want to thank you very 
much. 

(Mr. Buckley’s prepared statement, and the attachments referred 
to, follow :) 


STATEMENT OF DANIEL T. BUCKLEY, CHAIRMAN OF GOVERNMENT RELATIONS COM- 
MITTEE, COAL Exporters ASSOCIATION OF THE UNITED STATES, INC. 


My name is Daniel T. Buckley. I am chairman of the Government relations 
committee of the Coal Exporters Association, Inc., and assistant to the presi- 
dent of Castner, Curran & Bullitt, Inec., 60 East 42d Street, New York City, 
exporting subsidiary of Eastern Gas & Fuel Associates, and my office is located 
at 3388 Washington Building, Washington, D.C. 

I am appearing on behalf of the Coal Exporters Association of the United 
States in support of S. 3058, introduced by Senator Fulbright on February 18, 
1960, a bill to amend further the Mutual Security Act of 1954, as amended, and 
for other purposes. 

The Coal Exporters Association over a great many years has appeared in 
support of legislation, beginning with the Foreign Aid Assistance Act of 1948 
and extending through the Mutual Security Act of 1960, in support of the 
principles of foreign aid, as set forth over the period of many years, covering 
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both military and economic aid to various countries throughout the world. We 
appear in the present instance in support of S. 3058 which provides under chap- 
ter I for military assistance and under chapter II for defense support, and other 
sections that cover requests set forth in the President’s message of February 16, 
1960. 

It is the opinion of the Coal Exporters Association that because of the economic 
aid granted to various countries throughout the world since the beginning of 
foreign aid in 1948, such economic aid as granted particularly to Europe has 
helped Europe attain economic stability to the extent that today, except for 
a limited amount of aid to Spain, Greece, and Yugoslavia, the various countries 
have become self-sufficient and no longer require assistance from the United 
States to purchase needed items, one of the principal items being bituminous 
coal. 

During recent years the U.S. coal exporter has shipped substantial tonnages 
of coal to various countries throughout the world. During the calendar year 
1959 bituminous coal was shipped to 44 countries. The largest tonnage, how- 
ever, was shipped to various countries in Europe, and with the exception of Spain 
all of this coal was purchased with free dollars. 

It has been the position of the Coal Exporters Association of the United States, 
due to the present depressed conditions in certain areas of the bituminous coal 
industry, that the present law should be amended to provide that all coal pur- 
chased with ICA funds during the present emergency should be purchased from 
U.S. sources and that the procurement authorization issued by the International 
Cooperation Administration should provide that the source of supply should 
be stipulated as United States rather than world source. 

Under the 1958 Act, Public Law 85-477, 85th Congress, H.R. 12181, approved 
June 30, 1958, section 413 (2) (c) reads as follows: 

“(2) Insert the following new subsection : 

“(c) Under the direction of the President, the Departments of State and 
Commerce, and such other agencies of the Government .s the President shall 
deem appropriate, in cooperation to the fullest extent practicable with private 
enterprise concerned with international trade, foreign investment, and busi- 
ness operations in foreign countries, shall conduct a study of the ways and 
means in which the role of the private sector of the national economy can be 
more effectively utilized and protected in carrying out the purposes of this act, so 
as to promote the foreign policy of the United States, to stabilize and to expand 
its economy, and to prevent adverse effects, with special reference to areas of 
substantial labor surplus. Such study shall include specific recommendations 
for such legislative and administrative action as may be necessary to expand 
the role of private enterprise in advancing the foreign policy objectives of the 
United States.” 

As you will note, there is stressed the matter of private enterprise being 
encouraged by the President of the United States and by the Department of 
State and the Commerce Department in their business operations in foreign 
countries with a major objective “to promote the foreign policy of the United 
States to stabilize and expand its economy and to prevent adverse effects, with 
special reference to areas of substantial labor surplus.” 

The bituminous coal industry today finds itself in all parts of the Nation in 
a subtantial labor surplus situation, and during the present emergency any 
tonnage of U.S. coal purchased by ICA should come from areas in which there is 
a substantial labor surplus, provided the quality and kind of coal meets the 
needs of the foreign buyer who purchases his coal with dollars advanced 
by ICA. 
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While S. 3014, introduced by Senator Bennett, is “To amend the Mutual 
Security Act of 1954, as amended, so to require that at least 50 percent of 
the coal purchased for delivery to Korea under such act be purchased from inde- 
pendent coal producers in the United States,” actually, considering the depressed 
conditions existing in the bituminous coal industry, it is our opinion as stated 
heretofore that all of the coal should be purchased from the United States not 
only for delivery to Korea but to any other country. 

We have made a very real effort in our coal exporting industry to promote 
foreign trade and we believe that the President’s recent message encouraging 
American industry to export more of its goods in order to reduce the balance- 
of-payments deficit has been carried out in great part by the U.S. coal exporter. 
He has been selling his coal in the world markets in competition with other coal 
exporting nations throughout the world, and during the calendar year 1959 
exported approximately 25 million tons of coal to 44 countries, under great 
handicap in one instance when the Federal Republic of Germany on February 
16, 1959, imposed a tariff of $4.76 per ton on all U.S. coal shipped in excess of 
a quota of 4,400,000 tons during the calendar year 1959. 

The law passed by the German Parliament at the request of the Federal 
Republic of Germany further provided that all tonnage shipped into Germany 
from the United States between January 1, and February 16, 1959, would be 
charged against the year’s quota, the effect of which was to reduce materially the 
volume of U.S. exports over the last 10 months of the year. 

This tariff and a quota of approximately the same amount of tonnage has now 
been extended through the calendar year 1960. It is our opinion that this is 
most unfair and discriminatory considering the aid that has been given by our 
country to Germany over a great many years and we do not think that this 
action on coal is either just or equitable. 

The Department of State has been following this matter most vigorously 
and has been working to correct this situation so that American coal can 
move into Germany free of a drastic tariff, the effect of which is to deny us 
an opportunity to compete. 

We believe that it is necessary for the United States to continue its aid to the 
various countries throughout the world. We believe that the technical assist- 
ance program has been very much worthwhile; that the operation of the 
Development Loan Fund will be the means of helping countries who lack the 
necessary capital to get on their feet in an economic sense. 

We believe that the aid that is proposed through the Indus Basin Development 
is very much worthwhile and in the long run will help to make our world a 
better place in which to live. 

We sincerely hope that the amount requested by the President of the United 
States of $4,175 million will be authorized by the Senate as the amount necessary 
to carry out the program recommended by him. 
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The Cuarrman. The committee is adjourned. 
(Whereupon, at 11:55 a.m. the hearing was adjourned. ) 
(The letter below was subsequently received from Mr. Buckley :) 


CASTNER, CURRAN & BULLITT, INC., 
New York, N.Y., April 1, 1960. 
Hon. J. W. FULBRIGHT, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR FULBRIGHT: Since appearing before your committee on Thurs- 
day, March 31, I now find that I inadvertently neglected to mention to you 
when you asked about the applicability of the present Mutual Security Program 
for Germany as to what your committee should do with respect to the matters 
I discussed that Germany in particular has shared very generously in the pro- 
curement policies of the International Cooperation Administration over a period 
of many years. 

As I indicated to you I was not at liberty to disclose what transpired at 
meetings that I and my associates had with the Department of State over a 
period of 18 months but I did submit to the State Department on several occasions 
the dollars that Germany in particular received as a result of their products 
such as steel that were sold to the countries sharing in the ICA programs. This 
information can be secured from the International Cooperation Administration 
who, as I understand it, prepare this data and have it in their possession covering 
along period of years. 

The courtesy extended to me by you and your careful consideration of the 
questions raised by me is sincerely appreciated. 

Respectfully yours, 
D. T. BUCKLEY, 
Assistant to the President. 
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TUESDAY, APRIL 5, 1960 


UNITED STATES SENATE, 
CoMMITTEE ON Foreign Rexations, 
Eerie DC. 

The committee met, pursuant to notice, at 10:30 a.m., in room F-53 
U.S. Capitol Building, Senator J. W. Fulbright (chs irman) presiding. 

Present : Senators Fulbright, Green, Gore, Lausche, Wiley, Hicken- 
looper, Aiken, and Williams. 

The Cuarrman. The committee will come to order. We have the 
honor this morning of hearing the junior Senator from Alaska testify 
on 8. 3058, 

You may proceed, Senator Gruening. 


3 


STATEMENT OF HON. ERNEST GRUENING, U.S. SENATOR FROM 
ALASKA 


Senator Gruenine. Mr. Chairman and members of the committee, I 
appreciate the opportunity which you and the other members of this 
committee have afforded me of appearing here this morning to testify 
with respect to S. 3058, the Mutual Security Act of 1960. Since ; fully 
realize the pressures under which this committee is operating, I shall 
endeavor to keep my remarks as brief as possible. 

It is a decade and a half now since the United States entered the 
foreign aid field on a broad scale. From all appearances, there can 
be little room for doubt that this Nation will play a prominent role 
in this field for a good many years to come. This viewpoint is rein- 
forced when one witnesses the m: my new, underdeveloped countries 
werees into being in Africa—e: ach a potenti: al recipient of aid from 

the United States. That the foreign aid program is growing and will 
continue to grow is attested to by the ever-incre: ising budget requests 
made of the C ongress by the President. 

I am not in disa igreement with the original broad objectives of our 
foreign aid program. There are few w ho would dispute the statement 
that Marshall aid money was in great measure responsible for keep- 
ing Turkey and Greece on the side of the free world. 

Nor can there be doubt but that many, many of the Point 4 projects 
in the fields of health, education, and welfare were extremely worth 
while not only by alleviating human suffering and by raising literacy 
and living standards but also by bringing about—in some instances— 
a better feeling toward the United States. 

In many other inst: inces, unfortunately, despite the vast amount of 
American dollars poured into particular countries, relations with 
these countries over the years seem to have deteriorated. Indeed, as 
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the distinguished chairman of this committee has pointed out most 
effectiv ely i in public addresses, and I might add, impressively docu- 
mented presentations, the position of our country in the world has 
gravely declined. 

There are some, however—and I number myself among them—who 
are in serious disagreement with respect to the methods which have 
been employed in attempting to attain the objectives of the Mutual 
Security Program. 


FRIENDSHIP CANNOT BE BOUGHT 


As the size of our foreign aid program has grown, there seems to 
have been a similar growth in our feeling that the ills of the world 
and the restoration of our country’s diminished influence and prestige, 
will not be solved merely by the appropriation of more and more U.S. 
dollars for expenditure abroad. The necessity for the wise and eco- 
nomical use of those dollars seems to recede into the background—so 
far into the background, that sometimes it appears to be almost 
nonexistent. 

We cannot buy the friendship of the uncommitted nations of the 
world. Further, we cannot buy that friendship by throwing our 
money around wastefully; but example after ex: mple after example 
of inefficiency and maladministration of our foreign aid programs 
comes to light. The respect of those nations, and of the world, cannot 
be earned in this manner. And yet our stress upon the size of our 
foreign aid program, rather than upon its quality, constitutes a most 
disturbing element as the program has grown. 


CHARGES OF WASTE AND INEFFICIENCY 


Our program certainly requires a greater selectivity and a greater 
vigilance. Over the years since the United States entered the foreign 
aid field, we have had report after report after report—from the 
General "Accounting Office and from the various committees of the 
Congress—citing instances of inefficiency, maladministration, and 
gross waste in these programs. These instances have been shrugged 
off by the International Cooperation Administration—and its prede- 
cessors—and by the State Department, as isolated ones, or as ones with 
respect to which corrective action had already been taken or would be 
taken. 

Even in the best-administered Government agency, at all levels of 
government, instances of bureaucratic bungling are bound to take 
place. 

But what are we to say about an agency which has had so many 
surveys made of its operations in various countries showing instances 
of gross mismanagement? Can we not draw the conc lusion. that these 
reports are typical, and not atypical, of the agency’s operations 
throughout the world ? 

To draw such a conclusion is not to be against foreign aid; it is but 
to be realistic. 

To draw the conclusion that there is waste and inefliciency in our 
foreign aid program is not to advocate eliminating the whole pro- 
gram. Would reference to wholesale waste and inefficienc y in, for 
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example, a city fire department mean that those who advocate doing 
something about such waste and inefficiency thereby advocate the 
abolition of the fire department ¢ 

I concede, of course, that efficiency in the administration of any 
Government department cannot be achieved by passing a law. 

But it does seem to me that the Congress has a constitutional re- 
sponsibility to make certain that its controls over the spending of 
American dollars abroad are at least as stringent as its controls over 
the dollars spent in this country. 

That, Mr. Chairman, is all I am seeking in my appearance here 
this mor ning. 


SUBJECTING FOREIGN AID PROGRAM TO BUDGETARY AND ACCOUNTING 
CONTROLS 


I am urging that this committee write into the Mutual Security Act 
of 1960 language which will subject appropriations made for this 
program to the same budgetary and accounting controls as are appli- 
cable to our domestic programs. 

In no domestic program is a blank check written on the Federal 
Treasury. In no domestic program can the administrator come 
before the Congress seeking Federal funds for project A, justify the 
need of project A, and then take the funds appropriated and spend 
them on project B. 

I believe that the Congress, by its virtual abdication of its con- 
stitutional responsibility to require detailed justifications of the spe- 
cific purposes for which funds appropriated for the Mutual Security 
Program will be spent, has contributed in some measure to the w aste 
and ‘inefficiency i in our foreign aid programs. 

A reassertion of that responsibility on the part of the Congress will 
go far, I am convinced, toward tightening the administration of the 
foreign aid program and will result in more efficiency and less waste. 

The more closely combined judgments of the legislative and the 
executive branches of our Government are bound to produce better 
results. 

During the last session of the Congress, I proposed to this com- 
mittee an amendment to the Mutual Security Act of 1959 designed 
to reassert congressional responsibility and control over the expendi- 
tures made for foreign aid. That amendment was rejected by this 
committee. It was likewise rejected by a vote of 37 to 53 when I 
offered the amendment on the floor of the Senate. 

In view of the insertion in the Mutual Security Appropriation Act 
for fiscal year 1960 of language which makes a start toward the as- 
sumption of closer control by the Congress over the appropriations 
for the Mutual Security Program, Er hope to have better success 
this year through action by this committee in accepting my sugges- 
tions for changes in the basic law. 


AMENDMENT PROPOSED 


I offer for the consideration of this committee amendments de- 
signed to accomplish the following: 

Within 90 days after the passage of the Mutual Security A ppropria- 
tion Act for any fiscal year, there would be submitted to the appropri- 
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ate committees of the House and Senate firm budgets with respect to 
defense support, technical cooperation, and special assistance, and the 
funds would then be available only for the purposes specified. 

Admittedly, Mr. Chairman, I am going about this one step at a 
time. I am not proposing—what ultimately will have to be pro- 
posed—that the committees of the Congress review the budgets when 
they are submitted 90 days after the appropriation act is enacted 
and approve or disapprove of their details. 

What are the arguments against “firm budgets” for the Mutual 
Security Program ? 

RETENTION OF A “FREE FUND” 


First, it is argued such controls would hamstring the program, 
You will note that my amendment does not affect the President’s 
special emergency funds of $175 million. 

Neither does my proposed amendment restrict the transferability 
from among funds appropriated for defense support, technical co- 
operation, and to special assistance, of up to 10 percent of each. Thus, 
there is a “free” fund—a discretionary fund—of $116,450,000 plus 
$175 million, or $291,450,000—over a quarter of a billion dollars— 
under the figures contained in S. 3058 as introduced. 

I, myself, have grave doubts as to the advisability of such a large 
free fund. It is my opinion that the very existence of such a fund 
mitigates against careful advance planning. However, at this point, 
I make no suggestion as to either cutting back on this free fund or 
appropriating for it separately to that at least 90 percent of the 
yrogram will be firmly planned. 

On that point, however, I must reserve my position. 


NO INTERFERENCE WITH PRESIDENT’S AUTHORITY 


Second, the argument is made that the adoption of this amend- 
ment would interfere with the authority of the President under the 
Constitution to conduct the foreign affairs of the United States. 

The answer is quite simple. Every time the Congress of the United 
States cuts the budget of the Department of State it is, in effect, dis- 
agreeing with the “President as to how the foreign affairs of the 
United States are to be conducted. 

Consider, for a moment, the question of representation funds. Con- 
gress has no hesitancy in cutting these funds. And it does so in the 
face of statements from the President that in his best judgment the 
conduct of the foreign affairs of the United States demands that 
number of dollars be expended in the entertainment of foreign 
personnel abroad. 

Consider also a hypothetical situation where the President of the 
United States in his budget request, made the assertion that he wanted 
sufficient funds to staff each emb: assy and consulate with a social 
work attaché, or an economic attaché, or a labor attaché. Would there 
be any hesitancy in disagreeing with the President and saying that 
each embassy and consulate did not need this extra personnel ? 

The Congress each year authorizes and appropriates for the foreign 
aid program less funds than the President requests. Is this inter- 
ference in the President’s conduct of our foreign affairs ? 
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I can see no difference between those situations and the situation 
where the ICA is required to come before the Congress and indicate 
clearly, in a budget by which they are bound, exactly what they intend 
to spend the appropriated funds for. 


RED-TAPE IN PROGRAM 


Third, the argument is made that this will tie the Mutual Security 
Program up in red-tape, and that one of the reasons the program is 
failing to achieve its objectives is that there is too much red-tape in 
the program at the present time. 

In answer, I would pose the question: Is the red-tape now involving 
the Mutual Security Program one of mere paper shuffling with an 
actual loss of control over the program here in Washington ? 

I would also note that our domestic Federal programs—often con- 
ducted at distances much farther removed than are some of our for- 
eign programs—are not hopelessly bogged down because they must 
submit firm budgets to the Congress. I say this knowing full well 
that there is considerable red-tape in the Federal Government which 
can, without loss in program control either by the agency heads here 
in Washington or by the Congress, be cut. 


CONGRESSIONAL RESPONSIBILITY 


Fourth, the argument will be made that the congressional com- 
mittees have neither the time nor the staffs to review adequately the 
voluminous material which would be submitted if my suggestion is 
adopted. To that I say that I feel it is our duty and responsibility to 
find the time and the funds to hire the staff. 

We are dealing with a huge program. It is going to be bigger. If 
we can find the time to review our domestic programs in detail and 
require the executive agencies to live up to the budget details sub- 
mitted, then we should be able to find the time and hire the staff needed 
to assert intelligent congressional controls over the expenditures in 
our foreign aid program. 

I have repeatedly, during this session of the Congress, made the 
point that the foreign aid programs, in terms of program content, seem 
sacrosanct. At least that is the impression we get from the messages 
from the White House. 


DOMESTIC AND FOREIGN PROGRAMS COMPARED 


Funds are requested for programs abroad which are frowned on or 
drastically cut here at home. This I have called the administration’s 
double standard. 

No Federal contribution to teachers’ salaries here at home, but 
abroad the same Federal dollars are used for this purpose. No White 
House approval for cooperation in eliminating pollution from our 
waters; but splendid projects to that end elsewhere. 

No new starts here at home on needed development of our natural 
resources—forests, minerals, waterpower—so essential for our future 
economic growth. Yet, abroad new starts are approved and Federal 
funds spent without even the formality of a committee authorization. 

I urge the repeal of the double standard as it applies to budget and 
accounting. 


- 
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GAO INVESTIGATIONS 


In evolving these proposals, I have had the benefit of consulting 
with employees of the General Accounting Office. In carrying out his 
responsibilities as the arm of the Congress charged with acting as the 
“watchdog of the Treasury,” the Comptroller General has, over the 
years, conducted investigations of the mutual security programs in 
many countries. 

Some of the instances of maladministration which have come to 
light as a result of these investigations have been made public. Others 
have not, although the Comptroller General very kindly made avail- 
able to me the survey reports which were classified for security 
reasons. 

The Comptroller General has, before the committee of the Congress, 
expressed himself publicly as being concerned with the operation of 
our foreign aid program. The long series of investigations made by 
him prove conclusively to me that the instances of waste, inefficiency, 
and maladministration follow a pattern. 


TEXT OF PROPOSED AMENDMENT 


I have here a communication from the Comptroller General of the 
United States who, at my request, drafted legislative language de- 
signed to make a beginning of bringing our foreign aid program 
back under the control of the Congress. I ask that it be inserted into 
the record of the hearing as a part of my remarks. 

I offer an amendment, drafted by the General Accounting Office at 
my request, designed to carry out my suggestion that our foreign aid 
programs be subject to the same budgetary and accounting controls 
as our domestic programs. I ask that the amendment be printed at this 
point in my remarks, and urge its favorable consideration by the 


committeee. 
The CuarrmMan. Without objection it shall be done. 
(The documents referred to follow :) 


AMENDMENT INTENDED To BE PROPOSED BY Mr. GRUENING TO THE BILL 
(S. 3058) 


Amend section 401 by adding at the end thereof a new subsection as follows: 

“(i) Section 537(f) is amended to read as follows: 

“*Within ninety calendar days after the enactment of the Act making ap- 
propriations for the fiscal year 1960 and subsequent fiscal years for carrying 
out the purposes of this Act, there shall be submitted to the cognizant com- 
mittees of the House and Senate detailed budgets on a country-by-country 
basis setting forth, with respect to defense support, technical cooperation, and 
special assistance, the specific purposes in detail by amounts for which the 
funds available will be obligated during the respective fiscal year, and such 
funds shall be available only for the purposes thus specified. Provided that this 
subsection shall not apply to funds affected by the use of sections 451(a) or 
.501 of this Act, or to reasonable variations in the use of funds within a country 
for purposes other than those specified in the detailed budgets. 

““During the annual presentation to the Congress of requests for authoriza- 
tions and appropriations of military assistance under this Act, there shall be 
submitted a clear and detailed explanation on a country-by-country basis of the 
force objectives toward the support of which such assistance is proposed to be 
furnished; the projected costs of equipping and the annual recurring costs of 
maintaining such force objectives, together with the estimated costs of present 
plans for modernizing such force objectives: an explanation of the degree to 
which such force objectives had been equipped, maintained, and modernized 
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under programs already approved; the accomplishments to be achieved with 
the funds currently being requested, and estimates of the time-phased costs for 
earrying out the remainder of the program.’ ” 


LETTER TO SENATOR GRUENING FROM THE COMPTROLLER GENERAL 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 5, 1960. 
Hon. Ernest GRUENING, 
U.S. Senate. 


Dear SENATOR GRUENING: Your letter of January 28, 1960, refers to our letter 
to you of July 2, 1959, concerning your desire to strengthen congressional control 
over funds appropriated pursuant to the Mutual Security Act of 1954, as 
amended. You ask whether, in view of certain legislation enacted subsequent 
to the date of our letter, the comments and suggestions contained in our letter are 
still valid or, if not, in what respects they should be altered. 

It is our understanding that your primary objective is to introduce legislation 
designed to strengthen congressional control over mutual security funds by requir- 
ing the responsible executive agencies to follow closely the program proposals 
presented to the Congress as the basis for authorizing and appropriating funds. 
In line with that understanding we suggested specific language which we felt 
would substantially accomplish that objective. 

Our suggested language consisted of two parts—one part relating to economic 
assistance and the other part relating to military assistance. With respect to 
economic assistance we suggested that section 537(f) of the Mutual Security 
Act of 1954 be amended as follows: 

“Within ninety calendar days after the enactment of the Act making appropria- 
tions for the fiscal year 1960 and subsequent fiscal years for carrying out the 
purposes of this Act, there shall be submitted to the cognizant committees of the 
House and Senate detailed budgets on a country-by-country basis setting forth, 
with respect to defense support, technical cooperation, and special assistance, 
the specific purposes in detail by amounts for which the funds available will be 
obligated during the respective fiscal year, and such funds shall be available only 
for the purposes thus specified. Provided, That this subsection shall not apply 
to funds affected by the use of sections 451(a) or 501 of this Act, or to reasonable 
variations in the use of funds within a country for purposes other than those 
specified in the detailed budgets.” 

With regard to military aid, we suggested the following language for considera- 
tion as an amendment of section 537(f) of the Mutual Security Act of 1954, as 
amended. 

“During the annual presentation to the Congress of requests for authorizations 
and appropriations of military assistance under this Act, there shall be sub- 
mitted a clear and detailed explanation on a country-by-country basis of the 
force objectives toward the support of which such assistance is proposed to be 
furnished ; the projected costs of equipping and the annual recurring costs of 
maintaining such force objectives, together with the estimated costs of present 
plans for modernizing such force objectives; an explanation of the degree to 
which such force objectives had been equipped, maintained, and modernized 
under programs already approved; the accomplishments to be achieved with the 
funds currently being requested, and estimates of the time-phased costs for 
carrying out the remainder of the program.” 

Section III (a) and (b) of the Mutual Security Appropriation Act, 1960, 
approved September 28, 1959, provides that (1) within 60 days following enact- 
ment thereof, the President shall transmit to the Senate and House Committees 
on Appropriations a report containing a full and complete revision of the data 
presented to such committees in justification of appropriations requested for the 
Mutual Security Program for fiscal year 1960, showing any changes in such 
program approved subsequent to such presentation, including changes necessary 
to reflect actual appropriations for the program, and (2) within 30 days follow- 
ing the approval of any change in the Mutual Security Program for fiscal year 
1960 which involves $1 million or more or 5 percent of the amount appropriated 
under any paragraph of that act, whichever is the lesser, the President shall 
transmit to the Senate and House Committees on Appropriations a full and com- 
plete report of such change and the reasons therefor. Although the revised 
legislation provides for informing the respective committees on appropriations 
of major changes in the Mutual Security Program, it apparently does not fully 
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accomplish your objective in that it does not legally require the executive branch 
to adhere to such definitive program. 

Section 401(j) (3) of the Mutual Security Act of 1959, approved July 24, 1959 
(73 Stat. 255), amended section 537(f) of the Mutual Security Act of 1954 to 
require that during the annual presentation to the Congress there shall be sub- 
mitted a detailed report on the assistance to be furnished, country by country, 
with respect to defense support and special assistance; and that such report 
shall contain a clear and detailed explanation of the proposed level of aid for 
each such country and shall include a listing of all significant factors considered 
and the methods used in determining the level of aid for such country, and the 
reason for including each such factor and an explanation of the manner in which 
each of such factors is related to the specific dollar figure which constitutes the 
proposed level of aid for each such country. The amended provision also requires 
that, for defense support, the report shall contain, on a country-by-country basis, 
a clear and detailed explanation of the basis for determining the level of forces 
to be supported. Although this amendment should provide the Congress with 
more precise data as to the basis on which the amounts programed for individual 
countries are determined, it likewise fails to accomplish your objective in that 
it does not legally require that such country budgets shall be firm and imple 
mented as presented. 

Our proposed language to amend section 537(f) in respect of military assist- 
ance to provide for reporting of long-range program costs, was not enacted. 
Although the Department of Defense has taken measures to project the program 
costs 3 years into the future, the present budget justification submitted to the 
Congress by the executive agencies does not contain information which we 
consider necessary to provide the Congress with a fully informed basis for appro- 
priating funds and for reviewing program performance. 

In view of the foregoing, and since the provisions of section ITI (a) and (b) 
of the Mutual Security Appropriation Act, 1960, are applicable only to the fiscal 
year 1960, we believe the comments and suggested amendments contained in our 
letter of July 2, 1959, are still pertinent. 

You may wish to consider also the fact that provisions contained in mutual 
security appropriation acts for the past several years permit certain current 
appropriations and balances of prior years’ appropriations to be consolidated 
into one account. Under those provisions obligated funds which are deobligated 
in subsequent years may be reobligated for programs in the same or other 
countries. Such authority together with the broad use and transfer authority 
conferred upon the President by sections 415, 451(a), 501, and 537(c) of the 
Mutual Security Act of 1954, as amended, would still permit a considerable 
amount of flexibility in carrying out annual mutual security programs even if 
legislation such as that previously suggested were to be enacted. Since the 
effectiveness of the amendment you proposed last year will be reduced to the 
extent that these sections continue to be involved, you will want to consider their 
effect in conjunction with your amendment. We understand that you do not 
propose to change the President’s contingency fund under section 451(b). 

Sincerely yours, 


MUTUAL SECURITY ACT OF 1960 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


The Cuairman. Are there any questions? Senator Wiley? 
REDUCTION OF PROGRAM DISCUSSED 


Senator Witey. I am very much interested in the ideas that have 
been suggested. I have felt for some time that there is inefficiency 
in the program. As you have suggested, we have to get a remedy, 
and sometimes the remedy is worse than the disease. 

Have you any idea whether we should cut the amount that is 

uested or not ? 
" ofenator GrvuENING. I would say that I think cutting per se is not 
the approach. 

Senator Wirey. I didn’t understand you. 
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Senator GruENING. That cutting is necessarily the answer. I think 
it is probable that the appropriations should be cut in some places, 
and it may be they should be increased in others. I would like to 
illustrate what I have in mind. The statements made on the floor 
by the distinguished junior Senator from Tennessee, Mr. Gore, and 
Senator McGee, when they visited one of these countries, indicated 
that they found that there was much in the program that was good, 
and they found some things in the program that were bad. As I 
recall those statements which Senator Gore and Senator McGee made 
on the floor, they felt that certain parts of the program needed 
more money, and that other parts should be reformed, and I think 
that kind of control that would follow if not only members of the 
committee but a trained staff would go and look at these programs 
is desirable. I think we would get far more for our dollars. I think 
in general the program could be cut. I think there is an awful lot 
of waste and overhead. We have established in foreign aid a kind 
of a vested interest. Take, for example, a program like that one in 
Bolivia. It has been repeatedly shown—not once, but several times— 
that this was a terribly mismanaged program. And every time we are 
told it has been improved and that the errors have been rectified. 
Yet, you find it is still the same kind of a program, until you get 
finally the virtual admission off the record from the agency, “Well, 
we can’t do anything about it. We have just got to pour the money 
in there and that is the way we pay to keep this country on our side.” 

Senator Witey. How much did we give to Bolivia? 

Senator Gruenina. I don’t recall. 

The Cuamman. About $130 million, I think. 

Senator Grurenina. I feel that there is too much of a blanket idea 
that we must throw this money around everywhere. 

As new countries are born we rush in to pick up the check. I think 
before we do that we should have a thorough study of what its poten- 
tials and needs are. Consider these underdeveloped countries that 
are now coming into existence in Africa. It is obvious that they 
have no experience in self-government, no experience in many of the 
things that modern industrial society is going to require, that they 
have got to start from the very bottom with some of the most ele- 
mentary training, the kind of thing that Point 4 I think does pretty 
well. And before we go in there with grandiose ideas and get some- 
body in the ICA or the other agencies to commit us to a tremendous 
program, which when achieved at great cost to us will prove to be 
a failure, we had better take a year or two and make a thorough 
study and make clear that there are limitations which the culture, 
the civilization, the intelligence of these people require, and not rush 
in immediately. 

IT know there is a sense of urgency about this of giving away of 
the dollars because we are constantly feeling that if we don’t do this, 
the Russians will rush in. Well, I think we have allowed the Russians 
to push us around psychologically. I don’t think we need worry 
that if we don’t get there firstest with the mostest we are going to 
lose out. I don’t believe that. 

Senator Wirey. I asked you whether the program should be cut, 


because there have been general allegations that there has been a 
great deal of waste everywhere, 
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CONGRESSIONAL INVESTIGATING STAFF 


You stated that we should take a couple of years to study the 
situation. 

That brings up this question: Who is going to do the studying? 

Senator Grurninc. A trained first-class inv estigating staif, which 
I think it would be very advisable for this committee to prepare to 
have. 

Senator Witry. Well, I think that is the answer that some would 
like to hear. We could build up a staff like some of the other com- 
mittees. Some of them have a couple of hundred people who are run- 
ning into each other. Let’s take Bolivia for instance. Do you think 
that a staff properly equipped to evaluate the facts should go to 
Bolivia, investigate, reach conclusions, and make a report to this 
committee ? 

Senator GRUENING. Yes. 

Senator Witey. Would another staff go to countries X, Y, and Z, 
or the same staff? I am just wondering what it would mean in terms 
of additional Federal employees and bureauct racy. I think you did 

make the statement that in a good many instances the program 
was well administered. The money was efficiently invested and the 
results were beneficial. A great deal of the money is spent in this 
country, anyhow, and there isn’t any thought of graft or waste. I 
understand that. practically 90 percent. of the milita ary aid is spent in 
this country and 10 percent abroad, and of economic aid 50 percent i 
spent in this country. 

In other words, it means some 600,000 men are employed in produc- 
ing what is necessary for these foreign countries. 

T am interested in investigating each instance where inefficiency 
and waste is claimed, and to cure that. I am not interested in general- 
ities which we hear at times. They are usually based upon just one 
instance. 

Senator Grurentnc. Well, don’t you think that when we are about 
to enter an era in which we are going to be asked to give aid to a 
dozen or a score of entirely new-born countries that have had very 
little training in self-government, that are, some of them, just a few 
steps removed from savagery and cannibalism, that we ought to know 
what we are doing and not just go in there blindly ? 

Senator Wirry. I agree. 

Senator Grurninc. Well, that is what I am proposing. 

Senator Wirry. Isn’t it the business of the State Department to 
get the facts and submit them to us, before they ask for the money / 

Senator Gruenine. I think that if the Congress had a little check 
on that, a control 

Senator Witry. You want to check the State Department. 

Senator Grurentna. I certainly would. I think that there is a 
natural tendency on the part of an agency that wants to promote 
foreign relations not to be particularly worried about budget: ary con- 
siderations. 

“We will throw this money around and maybe it will do some 
good”—I think that is bound to be the attitude inevitably. I never 
knew of any Feder ‘al agency yet that wanted to reduce its appropria- 
tions. I think that’s one of the functions of the Congress, to be vigi- 
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lant in that field. Having served both in the bureaucracy and in the 
elective branches, I have seen this. 

Senator Witey. That is all, Mr. Chairman. 

The CuatrMan. Senator Aiken ? 

Senator Arxen. No comment, Mr. Chairman. 

The CuatrMan. Senator Williams? 

Senator Wiitiams. No questions. 


GAO APPROVAL OF PROPOSED AMENDMENT 


The CuHarrMan. I have just one or two questions. Does the Comp- 
troller General approve this amendment or did he only draft it at 
your request ¢ 

Senator GruEntne. He believes this is what should be done. 

The CHamrMan. Does he recommend it? 

Senator GruENING. He recommends it, yes. 


SELF-PERPETUATING NATURE OF STAFFS 


The CHatrman. I understand the ICA has a staff of over 4,000 
people. Why do you think a committee staff would be any better 
than their staff ? 

Senator Gruentne. Well, I think that is a question that goes back 
to human nature. I think that a staff that is engaged in an enter- 
prise naturally wants to perpetuate itself. There is a vested interest 
which affects their judgment there. You can’t imagine, for instance, 
to take a hypothetical example, that if a program in a country were 
demonstrably a complete failure year after year, that is as in Bolivia, 
that that staff would voluntarily say “Let’s abolish ourselves or let’s 
abolish these projects which employ us.” 

They are not going to do that. 

The Cyarrman. Wouldn’t the same apply to a committee? It 
would do the same thing? 

Senator Gruenrne. I don’t think so. They would have to produce 
results. They would have to show that in a certain country gross 
waste had recurred and that, the program should be changed drasti- 
cally. 

And again with these new countries that are coming in, to antici- 
pate the requests that are going to be made. Isn’t it almost certain 
that an agency is going to, following Parkinson’s law, going to 
proliferate and try to get bigger and bigger and spend more money ? 

The Cuarman. I don’t deny the law but I am not at all sure there 
is much difference between one staff and another. They all become 
afllicted with the same tendency. 

Senator GruENING. Here we are dealing with vast sums of money. 
The Senate Judiciary Committee does not deal with such huge sums 
of money that these foreign relations committees in Senate and 
House are going to be called on to approve. Here there is before us a 
request for over $4 billion for the program and that is apart from all 
other foreign aid agencies which lend money, some repayable in soft 
currency and some in hard, and the total is pretty staggering. 

The Cuamman. You mentioned the analogy of the fire department. 
You don’t abolish it because it is inefficient. As I osetia it, you 
voted against the whole foreign aid program last year, didn’t you? 
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Senator Grugentna. I think I made thatclear. I voted against it as 
a protest. I don’t know that I would vote against it if my vote were 
the deciding vote. I don’t think I would, but my protest was against 
abuses, as for one this dual standard, where we get word from the 
White House that whenever we propose something for the benefit of 
the American people, whether it be in housing or in education or in 
pollution control or in forestry or mineral conservation and develop- 
ment or anything else, we are told that it is extravagant, wasteful, in- 
flationary, and that it will unbalance the budget. But those pre- 
cisely same programs are being carried on in foreign countries. 

The Cuamman. Isn’t the cure for that to change administration ? 

Senator GruEenina. I agree. 

The Cuarrman. And not to stop MSA? 

Senator Grurenina. I agree with that. That is one reason why I 
voted against it. The lack of proper budgetary control is another. 

The Cuamman. You agree with that, don’ t you, Senator ? 

Senator Witry. I agree that you folks agree but I don’t agree with 
it. 

Senator Caruson. I want to ae that statement in mind if we do 
change administrations next yea 

The Cuamman. We would cure all these evils that the Senator 
from Alaska is talking about. Any other questions? Thank you 
very much, Senator Gruening. 

We are very pleased to have your statement. 

(Whereupon the committee proceeded to the discussion of other 
committee business. ) 
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APPENDIX A 


Statements and letters submitted for the record: 


STATEMENT BY W. CORDES SNYDER, JR., CHAIRMAN AND PRESIDENT, BLAW- 
KNox Co. 


Serving as chairman and president of Blaw-Knox Co., a major producer of 
rolling mills and related equipment for the production of finished steel, I wish 
to record my views concerning the making available, by our Government, of 
financial aid to the governments of foreign countries where such aid has the 
objective of developing their economies and of raising their standards of living. 

I strongly urge that the Government and its agencies concerned with the 
Mutual Security Program for 1961 consider seriously our national lending 
policy, not only as it affects the well-being of foreign governments and other 
interests wishing to strengthen their economies, but to also take clearly into 
account the possible negative impact such lending policies may have on an 
important segment of our own country’s industrial economy; namely, the 
rolling mill industry. 

Your attention is respectfully directed to my memorandum, dated May 19, 
1959, to the Honoroable C. Douglas Dillon, then Acting Secretary of State. 
A copy of this memorandum is here attached. 

Bearing specifically on my own and my company’s judgments as to an effective 
and equitable lending policy for our Government in support of added economic 
strength and thus greater mutual security of the free nations of the world, are 
the developments now maturing toward the establishment of a second steel 
company in Turkey. 

Acting in collaboration with the Koppers Co. and the Westinghouse Electric 
Corp., and working in close cooperation with the Development Loan Fund, Blaw- 
Knox Co. is engaged in negotiations with the Turkish Government as well as 
private interests in that country to establish a new and additional steel-produc- 
ing facility to operate under private ownership rather than Government 
ownership. 

By developing the means through which the Turkish nation will be able to 
add to its capabilities for producing steel for use in the further strengthening 
of its self sufficiency, and that means being the result of the joining of both 
private and government funds in a capitalistic enterprise, all interests are being 
properly served. 

The proposed new integrated steel mill is to be designed, built, and operated 
to satisfy an overall demand for steel in Turkey, which by 1963 is expected to 
reach 1,245,000 metric tons. Production by the proposed new facility will include 
flat-rolled steel products such as plates, sheets, coils, skelp, ete. The ultimate 
eapacity is 1 million metric tons. 

Presently there is a letter of intent which has been duly executed and signed 
by representatives of the Turkish Government, Blaw-Knox, Koppers and West- 
inghouse Electric Corp. covering the responsibilities of each in the engineering 
and equipping of the proposed integrated new steel plant. This letter of intent 
also designates the responsibilities of the joined parties to plan for a corporate 
structure which will allow for the financing of the project. 

A protocol was executed late in November 1959 which both formalized the 
earlier letter of intent and provided for at least $10 million of equity capital by 
the Blaw-Knox, Koppers and Westinghouse Cos. Under the plan for financing 
the new steel plant, it is provided that additional and necessary funds can be 
forthcoming from private investment interests in both Turkey and the United 
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States. It has been established that the total equity capital required for com- 
pletion of the project will be $51,250,000. Of this amount the Turkish public 
sector will hold $24 million and the Turkish private sector $11 million, leaving 
$16,250,000 to be held ultimately by the U.S. private sector. Voting power will 
be 40 percent in the hands of the Turkish public sector, with a requirement that 
this sector ultimately disposes of all of its stock. 

I respectfully submit that the procedure which has cultivated the project to 
its present state of development is appropriate and imaginative. The three 
American participating companies have combined to provide the necessary tech- 
nical skills and knowledge. They have given financial assistance to supplement 
that offered by citizens of Turkey and the United States as well as the Turkish 
Government and the Development Loan Fund. Here is a procedure which 
assures not only the technical and financial soundness of the proposed project 
but also the means by which all parties will be benefited equitable. 

Respectfully, 
W. CorRDES SNYDER, Jr. 

APRIL 1, 1960. 


May 19, 1959. 
Memorandum to the Honorable C. Douglas Dillon, Acting Secretary of State, 
Washington, D.C, 

This memorandum records the views expressed in a recent conference with you 
on the importance of preserving the competitive position of American builders 
of rolling mill machinery and related products in foreign countries which seek 
to establish new facilities for producing steel or to expand existing facilities. 

Functioning under the policy which has been in effect, producers of rolling 
mill equipment in this country have had excellent cooperation from U.S. Govern- 
ment agencies in instances where foreign interests moved to establish steel plants 
and elected to choose modern rolling mill equipment produced by American com- 
panies. This cooperation has been of the highest order through the facilities 
of the Export-Import Bank. 

More recently, however, we see evidence of the emerging of changes in Govern- 
ment policy as this policy applies to methods by which financial aid is to be 
provided to foreign countries. I am greatly concerned about these developments. 
Unless proper precautions are taken, making funds available to nations planning 
to establish new or expanded steel making facilities, earmarking the use of 
such funds would have the practical effect of freezing out the American rolling 
mill equipment builder. The reason is simple enough. The unrestricted availabil- 
ity of financial aid would mean that foreign builders of rolling mill equipment, 
with their already substantial advantage in competitive costs because of lower 
wage rates, would be the recipient of a literally controlling advantage; namely, 
the availability of medium-term loans or credit from their Governments. The 
superior quality of American made rolling mill equipment, which is the con- 
ventional support to our competitive position, would not, under these circum- 
stances, be sufficient. 

I invite you to consider with me the effect of a Government lending policy which 
would effectively exclude American rolling mill equipment builders from partici- 
pating in the foreign steel market. As I appraise the situation, such a policy 
would: 

1. Adversely affect employment. 

2. Retard the advancement of design and development of rolling mills 
essential to the continued world leadership position of steel and nonferrous 
metal industries in the United States. 

3. Increase the dependence of steel companies in the Western Hemisphere 
on non-American made spare parts and thus the vulnerability of these 
companies in times of emergency. 

4. Weaken the capability of American rolling mill equipment builders to 
adequately serve the metal industries of the United States in time of war 
or national emergency. It is a truism that military strength is firmly rooted 
in the availability of metals converted to essential end uses. The producers 
of these metals are dependent on equipment builders to maintain and expand 
production capacities. 

Is the outlook for the establishment of steel making facilities in foreign coun- 
tries sufficient to have such a strong impact on American rolling mill equipment 
builders? Greater national self-sufficiency for any country must necessarily 
depend to a very great extent on an ability to produce a large part of its steel 
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requirements. Thus many foreign countries are maturing plans for installing 
new steel plants or for expanding present facilities. In some instances these 
facilities will be established and operated under private ownership. In others, 
mixed ownership will be the pattern, and there is the probability that steelmak- 
ing will come under a socialized program in a few cases. Currently, Argentina 
and Brazil are planning new steel plants to be privately owned and operated. It 
appears that Greece, Spain, the Philippines, along with India, will build new or 
expand present steel plants under a system of mixed ownership. Other nations 
can be expected to move to aid their economic development through the creation 
of steel capacities within their own borders. 

In most instances the operators of steel plants abroad, whether by private or 
mixed ownership, would have a strong preference for the highly regarded, mod- 
ern, high production rolling mills and related equipment built by established 
companies in the United States. However, the final decision on whether to buy 
such equipment, or the less reliable lines made by foreign builders, is likely to 
rest on the all important question of financial assistance. If American dollars 
are provided the governments where steel mills are to be built, and such funds are 
unrestricted as to use, the builders of foreign rolling mills will, in all probability, 
obtain the business. Funds will be obtainable by the foreign builders, in amounts 
and on terms, to which their American competitors will not have access. 

Already there is to be seen one of the residual effects of what might be said 
to be the hesitancy of the U.S. Government to fix policy on foreign aid to nations 
with plans or projects for making steel. Two of the large builders of electrical 
motors and auxiliary equipment, necessary in operating the motive machinery 
of a steel plant, have elected to offer direct financial aid to proposed foreign- 
based steel companies. Here again, if funds are made available on an unre- 
stricted basis, such funds can be used to establish credit to foreign builders, thus 
giving them competitive advantages which companies in this country do not 
have the financial capability of meeting. This is not just an imagined situation. 
A case in point is that of Argentina and Brazil. Both countries are moving 
ahead with plans for new steel mills (the Copasa enterprise in Argentina and the 
Cosipa in Brazil) ; and it now appears that these private owners will accept 
financial aid from the electrical apparatus manufacturers in this country. 
Should this happen, American rolling mill builders can expect to be bypassed. 

The point bears emphasis that the design, development, and construction of 
rolling mill machinery and related equipment differs in the extreme from a 
business involving the production and marketing of goods for direct consumer 
use. Not only must the equipment builders have large and varied plant fa- 
cilities with modern production equipment, but a pool of highly skilled man- 
power is required. Also, working capital must be at hand with which to finance 
the production of a multimillion dollar rolling mill order which may require 18 
months to 2 years to complete. 

American rolling mill equipment companies have invested capital and the 
talents of their people looking to the establishment of steel making facilities 
among friendly nations of the world. In 1948, for example, these companies 
spent more than $500,000 on studies for integrated steel plants in India. Despite 
this unreimbursable expense and the useful knowledge thus made available 
to India, the American companies were unable to participate in the business when 
contracts for equipment were made. Neither the Export-Import Bank, nor the 
World Bank, under conditions then prevailing was permitted to provide the 
financing. As a result, the three integrated steel plants built in India, each of 
a million tons annual capacity, were equipped with rolling mills supplied 
by Russia, Germany, and England. Ironically enough, India now is seeking 
financial aid with which to pay its bills and/or to expand its present steel 
plants. A recent news announcement from New Delhi states that “British, West 
German, and Russian interests have been invited by the Government of India to 
submit project reports on the doubling” of capacity. 

In conclusion, I submit that the establishment of steel production facilities 
by the free countries of the world is a fundamental move toward greater economic 
security and independence in times of world peace, and certainly toward more 
practical strength should international emergencies develop. In the pursuit of 
such objectives a common bond of interest exists between our own Government, 
the governments of these allied nations, and the builders of steel plant equipment 
in America, particularly those capable of designing and producing dependable 
rolling mill machinery. The attainment of satisfactory steel plant operations by 
foreign interest, where our Government chooses to provide financial assistance, 
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will be benefited most if such projects are carefully developed, then are allowed 
to proceed with a minimum of delay prompted by variations in exchange 
balances, political considerations, or interim local or external economic condi- 
tions. Finally, there comes the important detail of how such projects can be 
most satisfactorily financed. The record of the Export-Import Bank in its 
handling of such projects to date warrants consideration. On the basis of this 
record and of the experience which this agency has acquired, it seems logical 
that the financing of foreign steel plants should be channeled through the Export- 
Import Bank, collaborating, perhaps, with the Development Loan Fund. 

Should the experience of our company’s organization in steel plant operations, 
or in rolling mill machinery design and performance be considered helpful at 
any time, its members will be available for consultation. 

Respectfully submitted. 

W. Corpes SNYDER, Jr. 
Chairman and President. 


STATEMENT BY DANIEL BLIss, PRESIDENT, NEAR EAST CoLLeEGeE ASSOCIATION, INC. 


The Near East College Association is comprised of five American-sponsored 
colleges and one university with nearly a century of experience in demonstrating 
American principles of education and the American way of life to the people of 
the Near and Middle East. 

Today these schools are enrolling 7,500 students representing 52 countries and 
22 religions and turning away hundreds of applicants who cannot be accom- 
modated. Through the years some 30,000 men and women who have been trained 
by the Near East colleges have been leaders in every country of the area and in 
every field of endeavor. Among them are high government officials, ambassa- 
dors, industrialists, engineers, scientists, and the many civil servants, teachers, 
and professional people who also have had great influence by living and sharing 
the standards they have acquired in their home districts. 

These institutions, with their roots deep in the past century, are the result 
of the vision of pioneer American educators, men and women who found the 
Near East of the 1860’s turbulent, poverty stricken, and wasted by wars and 
disease. It was their dream to provide training that would combat inertia, 
ignorance and prejudice, and to make this training available to people of all 
races and creeds. 

Robert College in Turkey opened its doors in 1863, followed closely by the 
American University of Beirut in 1866, and the American College for Girls of 
Istanbul in 1871. Anatolia College, now in Greece, started in Turkey in 1886. 
International College also started in Turkey in 1891 and removed to Beirut in 
1936. Athens College was founded in 1925 at the request of leading Greeks who 
knew of the accomplishments of American education in the Near East. 

Three of the schools are chartered in the State of New York and three in 
Massachusetts. Privately supported, they are directed by American presidents 
and boards of trustees. Faculties include both American and other nationals. 
Indigenous teaching and administrative talent is encouraged and the colleges 
enjoy a cooperative relationship with nationals of the host countries. For ex- 
ample, Athens College has a board of directors in Greece as well as its Amer- 
ican board; Anatolia College has a Greek advisory committee; the colleges in 
Turkey include nationals of that country on their boards and in Lebanon a 
major portion of the faculties are drawn from Lebanon and the countries of the 
Middle East. The institutions are nonsectarian, and respect for the cultures and 
religions of the people they serve is a basic tenet of all of the Near East colleges. 

Robert College for Men and the American College for Girls in Istanbul offer 
preparatory and college training. At this time Robert College is developing an 
expanded curriculum of higher education in science and languages, engineering, 
and business administration to be available to both men and women. 

Anatolia College at Salonika, Greece, gives a 7-year course corresponding to 
junior high school through junior college, and includes departments for boys and 
girls. 

Athens College in Greece gives 10 years of training to boys, from the fourth 
grade through junior college. 

The American University of Beirut is coeducational and includes schools of 
arts and sciences, medicine, public health, pharmacy, nursing, engineering, and 
wgriculture. 








~~ ree 


MUTUAL SECURITY ACT OF 1960 639 


International College at Beirut takes boys from the elementary through the 
junior college level. A major portion of its graduates enter the American Uni- 
versity of Beirut. 

Each of the schools makes a distinctive contribution but they have in common 
basie objectives. The teaching of English receives major emphasis and this has 
been an important factor in furthering good relations between the United States 
and the people of the Near East. It also has been a valuable asset to American 
interests in the area, and graduates of the colleges can be found in our embassies 
and consulates, and serving American business firms in reponsible positions. 

Leadership qualities and independent thinking are stressed by the colleges as 
well as academic proficiency, and sports have proved a unifying element and 
have taught principles of fairplay. Social and economie differences fade as stu- 
dents of many races and religions discover common social problems and par- 
ticipate in welfare projects. 

Starting, in each case, with a few thousand dollars, a few students and one 
or two teachers, the Near East colleges have grown steadily as their graduates 
spread their fame from the Balkan States to Asia. Today the plants and endow- 
ments of the schools represent an investment by American philanthropy of $55 
million and their annual expenses exceed $11 million. 

In 'the past the Near East colleges have been supported by voluntary contribu- 
tions and by tuition. Tuition should not be increased to any great extent if 
the colleges are to continue to serve rich and poor alike and to develop potential 
talent, yet there isa widening gap between income and expense. 

The trustees of all of the colleges are vigorously endeavoring to broaden the 
base of voluntary support to cover the serious need for improvement of plants 
and the increased operating costs of modern education. However, voluntary 
contributions are limited and grow slowly and there is a special urgency to the 
situation faced by the Near East colleges. 

The Senate Foreign Relations Committee, we believe, is cognizant of the 
fact that many reports of Ambassadors of the United States, and special investi- 
gations submitted to the State Department and to the Committee on Foreign Rela- 
ions have emphasized the value of the Near East colleges to this country. There 
is ample evidence that the respect and loyalty they have won, by sharing with 
the people they serve a century of wars and disasters, gives them at this critical 
moment their greatest opportunity to participate in the development of the Near 
and Middle East. It is also clear that they can accomplish this purpose only if 
they continue to represent in the future as they have in the past the best that 
the United States has to offer. This requires an immediate and substantial 
investment. 

Because of the urgency of this situation, grants from funds that might be 
available under pending legislation would immeasurably accelerate the develop- 
ment of the member institutions of the Near East College Association. 


STATEMENT BY ALFRED ODGEN, CHAIRMAN OF THE BOARD OF TRUSTEES, ROBERT 
COLLEGE AND THE AMERICAN COLLEGE FOR GIRLS, ISTANBUL, TURKEY 


Robert College, the oldest American college overseas, was founded in 1863. by 
private American philanthropists. The American College for Girls, founded in 
1872 by the Woman’s Board of Missions, severed its mission connection in 1890 
by incorporaing in the Commonwealth of Massachusetts as a secular institution. 

The two colleges are administered by an American president, Duncan §S. Bal- 
lantine, and by a board of 44 trustees, 38 Americans and 6 Turks, residents of 
Istanbul and Ankara, who are alumni or alumnae. Among the American trustees 
are bankers, lawyers, businessmen, and prominent educators, including the presi- 
dents of Princeton University and Connecticut College. (List of trustees, their 
occupations, and addresses attached as exhibit I is in the committee’s files. 

The two American colleges in Istanbul have a combined enrollment of 1,630 
students for the current year, which is twice as many students as there were 
before World War II. The student body is 90 percent Turkish. Instruction 
is in English. The faculty is about half American and half English-speaking 
Turks. Both campuses have preparatory schools, primarily for teaching English. 

Instruction with American educational methods and the democratic campus 
life with the close relationship between teacher and student which is unique 
in Turkey, represents a cherished educational opportunity for the Turkish stu- 
dent. Many of the graduates (about two-thirds of the engineering students 
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in particular) continue their studies in the States. The transition to American 
universities is relatively easy for them because of their facility in English and 
their familiarity with American methods. 

Robert and the girls’ college are, in effect, a cultural bridge between our coun- 
try and Turkey ; between East and West. The students learn to understand our 
culture and ways. In turn the teachers from America come to understand 
Turkey, its needs, its culture, and its capacities as a stanch friend on the edge of 
the Iron Curtain. That our colleges are a product of democracy, privately 
administered and supported, and not an agency of Government propaganda, is 
or considerable significance to the Turks. In the colleges, we practice democ- 
racy in our student-faculty relationship, in our combination of Turkish and Amer- 
ican faculties, and by having Turks in partnership with Americans on the board 
of trustees. 

Today, the graduates of the American colleges are among the most outstanding 
people in the country. Far beyond their numbers they exercise a powerful 
influence for progress. They occupy positions of leadership and trust in goy- 
ernment, business, education, the professions, and social service. It is often said 
that the mark of a Robert graduate is his capacity to think for himself and for 
his knack of seeing the possibilities within a given situation. He has a capacity 
for work and accomplishment. (See exhibit II for biographies of representative 
alumni-alumnae. ) 

The past successes of these colleges have created new opportunities for service 
in the future. As we, who administer the colleges, see it, we believe that our 
help in developing the economic and social potential of Turkey on which the 
Republic depends, is needed now more than ever before. Trained personnel in 
engineering, business administration, economics, languages, and social welfare 
are Turkey’s greatest need. 

Through their development plan, the colleges are gearing their academic 
programs to meet this need. The colleges are updating and expanding their 
curriculums. In 1957 the Turkish Government approved a decree authorizing 
Robert College to work at the level of higher education—the only foreign 
institution permitted to do so. Robert is now able to offer both baccalaureate 
and masters work in languages and science, in business administration and eco- 
nomics, and in engineering. The engineering school is being strengthened be- 
cause engineers are vital to Turkey’s economy. Robert is also developing a new 
curriculum in business administration and economics to meet the need for the 
specialized management personnel necessary in an emerging industrial economy. 

At the girls’ college, the new course in child development, which is under- 
written by the Grant Foundation of New York, is preparing girls to meet the 
awakening need for child welfare programs. The first social welfare assembly 
ever to meet in Turkey took place only last December. Dr. Rebekah Shuey, di- 
rector of the child study program at girls’ college was a key person at this 
conference. Her influence is so strongly felt that the Turkish Ministry of Edu- 
cation has invited her to join the faculty of the Turkish Girls Technical Training 
College in Anakra. Also, the girls’ college holds the summer seminars on the 
teaching of English. Teachers from schools all over Turkey attend. 

The financial needs of the development plan of the colleges are of two cate- 
gories: 

Funds to meet the rising costs of annual operations. 

Funds to develop our facilities and to expand the curriculums. 

As the colleges must keep tuition charges at a modest level, compared with 
colleges in the United States, they operate at annual deficits of about a quarter 
of a million dollars, in spite of endowments of more than $10 million at market 
value. The deficits are further augmented by our need to improve and strengthen 
our teaching and our physical plants. 

To meet this situation the trustees have been actively engaged in a campaign 
to raise funds from individuals, from American and Turkish business concerns, 
and from foundations. This campaign to finance the development plan of the 
colleges is meeting with success—in 1953 we received a total of only $70,744 in 
gifts but in 1959 we raised $534,094 from private sources—although our possible 
sources of support are limited to those who have an interest in American higher 
education abroad. (Exhibit III is an 8-year comparison of dollar gifts received.) 
In the same period of time the trustees have more than tripled their own contri- 
butions—a testimony to their determination to see the colleges through this 
critical time. In the fiscal year of 1959 the trustees gave a total of $90,000 as 
against $28,500 in 1953. And, for the current year they have donated and pledged 
a total of $130,000. 
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Support in Turkey is growing, although slowly because of the economic condi- 
tion of the country. However, we are working to create a Turkish lira endow- 
ment fund in the next 10 to 20 years which would reduce the need for outside 
assistance for operating expenses. 

Funds to expand our facilities and improve teaching have been granted by the 
Ford Foundation, by the Rockfeller Foundation, by the Dodge Foundation, to 
name a few, and we have applications pending for support from others. 

Appropriations in lira made in conformance with Public Law 480 are being 
used to build new engineering facilities. When this new building is completed 
in 1961, it will be the first new construction on the Robert campus since 1932. 
More recent appropriations of lira and of dollars under the Mutual Security 
Act (sec. 400 C), along with funds from private sources, are going to improve 
teaching salaries and teaching equipment; to build a preparatory school building, 
and for new faculty housing for American teachers. 

Our task is well begun but there is still much to be accomplished before these 
two colleges are first-rate American institutions. For nearly a century, dedicated 
Americans have served the cause of humanity through Robert College and the 
American College for Girls. In so doing they have created for the United States 
and asset whose value is beyond estimation. To maintain and increase this 
asset is an essential, and practical, course that we can follow to help achieve 
those goals of freedom and democracy to which our Government has dedicated 
itself. 


Exuisir II 


PROMINENT Ropert COLLEGE ALUMNI 


Alpar, Nahit, 1981. B.S. commerce. Currently treasurer of E. R. Squibb & Sons, 
Istanbul. At 35 he became assistant general director of the Treasury (1946-49) 
and in 1950 became financial counselor of the Turkish Embassy, in Washington, 
D.C. 

Begdes, Kutsi, 1938. B.A. Owner and president of Turk Express; chairman of 
Near East Machinery Co. (Yakin Dogu, Makine A.S.) ; chairman of Oktas, auto- 
mobile and truck company ; owner and president of Kutsi Begdes, Inc. ; economic 
adviser to the Yapi ve Kredi Bankasi; vice chairman of Turk Motor A.S. He 
has a Ph. D. in economics from the Indiana University (1944). 

Berent, Ihsan Ruhi, 1933, is a consultant and engineering contractor and 
director of Polar Mining & Industrial Corp., Ankara and Istanbul. He was chief 
engineer of the Petroleum Department in the Government (1933-35), director and 
general manager of Keciborlu Sulfur Co. (1936-44), general director of the 
Mining Research and Exploration Institute (1944-50). 

Conk, Ahmet Cemil, 1930, is now Under Secretary of Commerce. He 
was formerly commercial attaché in Rio de Janeiro; vice president and later 
acting president of the Foreign Trade Department; general director of the Com- 
mercial Office ; coordinator in the Prime Ministry ; commercial counsellor in New 
York; head of the Turkish Economy Committee, in Washington; member of the 
Technical Committee of the Ministry of Commerce and Economy; head of the 
National Defense Department; President of the Interministerial Productivity 
Committee, General Director of Industrial Affairs; President of the Board of 
Industries. He is a graduate of the law faculty of the University of Istanbul, 
and the Geneva School for International Relations. 

Diker, Vecdi, 1932. (B.S. and M.S. University of Missouri) is a consulting 
engineer specializing in industrial organization and management. One-time 
General Director of the Highway Department in the Ministry of Public Works. 
He is a director of Minneapolis-Moline Turk Tractor, Federal Trucks, the Middle 
East Technical University, Dunlop Tires, and a trustee of Robert College. In 
1955 he became the first alumnus of the University of Missouri overseas to be 
awarded the university’s coveted honor award for distinguished service to engi- 
neering. He was born in 1910, 

Dilber, Ibrahim Sitki, 1930, is general director of Ostas, manufacturers of 
underwear and women’s hose. This is a large family company employing up- 
ward of 1,000 people. He was born in 1908. 

Dilber, Unen, 1947, is production manager of the Zetip yarn factory in a suburb 
of Istanbul. He was born in 1924 and, after receiving his B.S. in mechanical 
engineering at Robert College, spent 2 years taking special textile courses at 
the Technical College, Bolton, England. 
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Eczacibasi, Nejat Ferit, 1932, is owner and director of the Eczacibasi pharma- 
ceutical plant in Levend and the Eezacibasi Ceramics Works at Kartal, on the 
Asiatic side. Following his graduation, he got an M.S. at the University of 
Heidelberg in Germany in 1934, an M.S. in chemistry at the University of Chicago 
in 1936, and a doctorate in chemistry at the University of Berlin in 1938. He 
was born in 1913. He is a member of the board of the School of Business Admin- 
istration ; president of the Turkish Tourist Association, president of the Turkish 
Equestrian Federation, and a member of the New York Academy of Sciences, 

Edin, Ahmet Seci, 1947, is director of the Mensucat Santral T.A.S., cotton 
textile spinning and weaving and finishing mill. He was born in 1928 and 
received an M.S. degree at the University of Illinois in 1949. 

Gork, Ali Haydar, 1926, is Turkish Ambassador to Madrid. He was appointed 
Ambassador to Washington in 1955, having previously been secretary to the Em- 
bassy in Moscow (1930-34), Rome (1937-41), councillor chargé d’affairs in Tokyo 
(1934-46), Warsaw (1946-49), Director General of the Foreign Office (1950-52), 
Assistant Secretary-General of the Foreign Office, Secretary-General to the Presi- 
dent of the Republic (1954-55), and Ambassador to Washington (1955-57). 

Eralp, Orhan, 1933, became Turkish Ambassador to Stockholm in 1957. He 
had previously been Director General of the Second Department, in the Ministry 
of Foreign Affairs (1952-57). He was born in 1915, got an LL.B. at the Uni- 
versity College, London, in 1936 and a Ph. D. at the London School of Economies 
in 1938. 

Gulek, Huseyin, 1928, is a merchant and manufacturer. He operates the first 
factory for mass production of ladies’ dresses in Turkey. He has a doctorate 
in law from the University of Berlin. 

Hisin, Suleyman Turhan, 1930, is sales manager of E. R. Squibb & Sons, Istan- 
bul. He is a law graduate of the University of Ankara, was commercial coun- 
selor to the Turkish Embassy in London, 1946-51; Assistant General Director of 
the Foreign Trade Department, in Ankara (1951-53). He was born in 1908. 

Inal, Kenan, 1921, is manager of Motor, Ltd. (Ford agency) in Istanbul. This 
is one of the Koc enterprises. He is a graduate of New York University School 
of Business Administration (M.B.A. 1929). He is a trustee of Robert College. 
Born in 1903. 

Isvan, Ahmet V., 1944 (University of California, M.S. 1948), owns and operates 
a large model farm at Yalova—4,000 peach trees and 1,000 apple trees. He also 
has chickens, the entire egg output from which goes to the Istanbul-Hilton. 

Kardan, Galip, 1928 and 1930, is a dealer in construction machinery (Tatco), 
in Ankara. Onetime chief engineer of the buildings department of the Ministry 
of Public Works, he directed the design and construction of the Ankara Stadium 
and Hippodrome, various ministry buildings, and miscellaneous city develop- 
ments in Ankara. He was also director of construction for the Karabuk Iron & 
Steel Works, which were built by the Sumer Bank. He was director of con- 
struction and development for the EKI and contractor of the Sariyar hydro- 
electric tunnel, an 8 million T.L. construction job begun in 1952. He was one 
of five Turkish representatives at the International Industrial Development 
Conference in San Francisco, in October 1957. 

Kilic, Altemur, 1944, is Director-General of Turkish Information, Broadcasting 
and Tourist Department. Onetime managing editor of Vatan, he was press 
officer of the United Nations (1949-51) and public information officer of the 
Turkish Armed Forces in Korea (1952). He was editor and publisher of the 
weekly news magazine Devir (1954) and thereafter Turkish press attaché in 
Washington until the late summer of 1959. He accompanied Prime Minister 
Adnan Menderes to Washington in October for the CENTO meeting. 

Koyuturk, Tarik H., 1933, is a contractor and owner of the firm TARKO. He 
is also one of the founders of the Garanti Insaat, Ltd., and the Turkiye Garanti 
Bankasi, of which he is a board member. He has an M.S. degree from the 
University of Illinois (1934). 

Kuyucak, Hagim Atif, 1917, professor of economics at the economics faculty 
of the University of Istanbul and legal adviser to Mobil Oil Turk. He was a 
member of the Grand National Assembly, 1940—46, and Turkish delegate to the 
United Nations Charter Conference in San Francisco in 1945. 

Selek, Yavus, 1937, is general manager of ELKA, manufacturers of hardboard, 
a company owned by the Garanti Bank, the Industrial Development Bank and 
other shareholders, among whom are the Selek family. He was formerly man- 
ager of the financial analysis department and later manager of the participations 
department of the Industrial Development Bank of Turkey. 





Dir 


als 
Ani 
the 


Col 
(1 
of 
Mi 
Wi 
(1! 
Co 
tal 
Tu 
tel 


th 
Di 
bo 
ar 








MUTUAL SECURITY ACT OF 1960 643 


Yaltkaya, Omer Refik, 1929 (University of Cincinnati M.S. 1952), is General 
Director of the Turkish State Monopolies. He is also an outstanding pianist. 

Yazici, Bedi, 1937, is president of the Turkiye Genel Sigorta A.O. He has 
also been professor of insurance at the Yuksek Ticaret Okulu, director of the 
Anadolu Sigorta Co., director of the Destek Reinsurance Co., and manager of 
the Milli Reasurans T.A.S. He has a M.S. from Columbia University (1939). 

Yazici, Bulent, 1932, was born in Istanbul in 1911. He has a B.S. from Robert 
College (1982) and a M.S. from Columbia School of Business Administration 
(1933). He is deputy general manager of the Industrial Development Bank 
of Turkey (Turkiye Sinai Kalkinma Bankasi). He was inspector of finances, 
Ministry of Finance (1934-45), financial counselor to the Turkish Embassy in 
Washington (1945-49), Deputy General Director of the Treasury Department 
(1949-50). He was also alternate delegate to the U.N. Economic and Social 
Council in 1947 and Alternate Governor for Turkey for the International Mone- 
tary Fund (1947-49). He represented the Industrial Development Bank of 
Turkey at the 1957 International Development Congress in San Francisco; at- 
tended the International Monetary Fund-World Bank meeting in Washington in 
October 1959; and in the spring of 1959 went to Afghanistan in connection with 
the Afghan Government’s interest in organizing a bank similar to the Industrial 
Development Bank of Turkey. He is a director A.O., a member of the executive 
board of the Institute of Business Administration of the University of Istanbul, 
and a trustee of Robert College. 


CAREERS OF REPRESENTATIVE ALUMNAE OF THE AMERICAN COLLEGE FOR GIRLS 


Halide Edip Adiver, B.A., 1901. Leading authoress of Turkey, first woman pro- 
fessor at the Istanbul University. Author of “A Survey of English Literature” ; 
lecturer at Barnard College. Elected to Parliament 1950. 

Huban Akmoran, 1936. She worked for many years in the glass factories of 
Istanbul as a chemist. In 1951 she studied ceramics on a Fulbright scholarship 
at Alfred University, and in 1955 she went to MIT for further graduate train- 
ing. She is now back in Turkey and has resumed her work, especially in ap- 
paratus glass. 

Susan Alam, 1939. Formerly with the U.S. Information Office, she was 1 of 12 
women selected from USIS staffs in Europe to visit the United States several 
years ago. She was later executive secretary of the New York University project 
in connection with setting up a secretarial training program at the University 
of Ankara. She is now engaged in teaching. 

Ikbal Berk Argon, 1935. In 1948 she studied librarianship at the Library of 
Congress in the United States. She has been head librarian of the Ankara 
National Library and is also connected with the USIS Library in Ankara. 

Sen Aynaz, 1949. Received M.S. degree in archeology from the Los Angeles 
City College in 1955. At present she is working toward her doctorate in ar- 
cheology at the University of Istanbul. 

Neyire Adil Baysal, 1941. Prepared for her Ph. D. degree in philosophy at 
Radcliffe College in 1936-37, and later at the University of Los Angeles. For a 
number of years she taught philosophy at the University of Istanbul. 

Faize Sevket Bekata, 1933. Received her M.S. in physics at the University of 
Michigan. She returned to Turkey and served as physics docent at the Technical 
University in Istanbul and as professor of physics at the College from 1941-45. 
At present she is professor of physics in Ankara University. 

Metin F. Bilger, M.D., 1931. One-time docent at the University of Istantbul 
Medical School, she is a specialist in children’s diseases. 

Behice Sadik Boran, 1931. Received Ph. D. degree in sociology at the Univer- 
sity of Michigan. For a number of years she was on the faculty of the Social 
Science Department of the University of Istanbul. 

Perihan Cambel, 1928. A graduate of the Istanbul University School of Medi- 
cine, she has been a pathologist active in the field of cancer research. From 1948 
to 1952 she had graduate training at the Washington University School of 
Medicine, and at the Cancer Research Laboratory of the University of Florida. In 
1955 she went back to the United States on a Government grant to study atomic 
centers for cancer research, and has now returned to Turkey to continue with her 
medical work, particularly in the field of cancer research. At present she is 
the general secretary of the Cancer Research Center in Ankara. 

Sevine Diblan Carlson, 1942, after graduating from the School of Law of the 
Istanbul University and serving as a docent in that department, in 1954-55 
she studied on a scholarship at the Harvard School of Business Administration. 
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Sahire Muhtar Cilli, 1923, on the Crane Friendship scholarship, she studied 
history at Cornell University from which she received a Ph. D. degree. Since 
1931 she has been professor of social science at the Girls College. At present 
she is on a sabbatical leave in the U.S.A. 

Afife Cenani Demirel, M.D., 1924, one-time docent at the Medical School of the 
University of Istanbul, she has long been associated with one of the big hospitals 
in Istanbul. 

Giines Kge, 1952, received her B.S. from Barnard College and is now studying 
medicine at the Harvard Medical School. 

Belkis Elbi, 1935, lawyer and official Turkish notary for Besiktas, Istanbul. 

Ferhunde Erkin, B.A., 1928, well-known concert pianist and radio artist; on 
the staff of the Ankara Conservatory of Music. 

Fazila Sevket Giz, 1922, on a friendship scholarship she studied biology at 
Mount Holyoke College in 1927 and received an M.A. degree. For a number of 
years she was head of the Biology Department of the Girls College and a teacher 
at the University of Istanbul. Since 1944 she has been a professor at the univer- 
sity. 

Zeliha Akbasli Giz, 1936, in 1946, after practicing obstetrics for some years, 
she studied obstetrics and gynecology at the University of Chicago. She is 
currently a practicing gynecologist. 

Miiriivvet Hasman, Ph. D., head of the General Botany Department of Istan- 
bul University. 

Neriman Hilal Hizir, 1933, studied education and child care at the University 
of lowa, and later at the University of Minnesota, Columbia, and Yale. For 
several years she conducted “The Children’s Hour” over the Ankara radio, and 
she now owns and operates a private school in Ankara, known as the Ayse Abla 
school, where both Turkish and English are taught. 

Inci Incikaya, 1951, a graduate of the Department of Psychology of the Uni- 
versity of Istanbul, she is this year studying on a scholarship at the University 
of Iowa working toward a Ph. D. in psychology. 

Dr. Lutfiye Rushtu Irmak, 1939, Se. D. Istanbul University; assistant pro- 
fessor of botany, Istanbul University; 1946-47 sent by the Turkish Govern- 
ment to the University of Missouri for research work and study of methods of 
teaching botany to undergraduates. Conducted 6 weeks’ summer course in bio- 
logy for teachers of biology in Government high schools. 

Ulviye Isran, 1922, member of the City Council of Istanbul. Prominent in 
civic affairs, she went to the U.S.A. in 1955 as guest of the State Department. 
Belongs to one of the largest ACG-RC families: Two sons, her husband, and 
brother-in-law graduated from Robert College, and her two daughters-in-law from 
the American College for Girls. 

Filiz Karabey, 1949, after having had several years of business experience at 
the Socony-Vacuum Co., of Istanbul, in their accounting department, she is 
now studying business administration at the Wharton School of Finance in 
Philadelphia. 

Ayla Karacabey, 1954, she received her B.S. degree in the history of art from 
Vassar College. She is now studying at the Harvard School of Architecture. 

Esin Kent, 1954, she received her B.A. on a scholarship from Northeast Mis- 
souri State Teachers College in Kirksville, Mo. She studied biochemistry at the 
University of California. She is now working at Eczacibasi (chemicals) fac- 
tory. 

Suna Kili, 1946, received her M.A. and Ph. D. degrees from Bryn Mawr College. 
She is at present teaching political science at the Girls College at Robert College. 

Sara Ertugrul Korle, 1943, prominent woman journalist, married to U.N. 
journalist Sinan Korle, RC 1936. She was last reported to be correspondent in 
Greece for the Anadola Ajansi (the official Turkish Government news agency). 

Vivian Krespi, 1949, she studied at Rockford College on a scholarship in 1950. 
In 1952 she was offered a fellowship given by the Mayo Clinic to study nuclear 
physics at Rochester, Minn. She is continuing her studies in biophysics. 

Oleay Ataman Neyzi, 1946, studied biology at the University of Michigan. 
After her return to Turkey she graduated from the Medical School of the Uni- 
versity of Istanbul and is specializing in pediatrics. 

Vedide Beha Pars, 1928, received her M.A. degree in education from the Uni- 
versity of Chicago. She has been prominent as a teacher and as an administrator 
in Turkish schools. In 1951 she went back to the United States on a Fulbright 
scholarship for a year of special research in education at the University of Iowa. 
She was director of the Gazi Enstittisii in Ankara. 
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Mihri Baha Pektas, B.A. 1916, deputy of Malatia 1934-46; represented Turkey 
on the United Nations Commission on the status of women, for 4 years. A 
teacher and translator of note. 

Nihal Pulat, 1947, in 1952 she was sent by the Service Center of Istanbul for a 
year’s study of YWCA work in the U.S.A. sponsored by the Ford Foundation. 
She is back serving as group secretary of the Service Center and part-director 
of the summer camp. At present she is the director of Education Department 
of the Service Center. 

Fahrinisa Ali Seden, 1926, studied nursing at the Henry Ford Hospital in De- 
troit and in 1955 she went back to the United States and received her M.A. de- 
gree in nursing education at Columbia University. She has been very active in 
social work and child welfare, and is now teaching at the nurses training school 
at Haydarpasa and at the nurses school at Sisli, both institutions connected with 
the Ministry of Health. She is chairman of the Florence Nightingale Asso- 
ciation which is currently building a school of nursing with aid from the U.S. 
Government. 

Bedriye Moustafa Shenda, 1928, graudate of Istanbul University. Director of 
the Istanbul Girls Normal School, the oldest and most important normal school 
for the training of primary school teachers. 

Senol Sagmanli, 1945, she received her M.A. degree from Cornell University. 
Since her return to Turkey she has been working in the laboratories of Squibb 
Pharmaceutical Co. in Levent, Istanbul. 

Afife Sayin, 1986, studied on a scholarship, receiving her M.A. degree from 
Brown University in 1939 and her Ph. D. from Bryn Mawr College in 1945. She 
is at present on the faculty of the Institute of Business Administration, faculty 
of economics, of the Istanbul University. At present, at Cornell University re 
search work in economics and labor relations. 

Iclal Sirel, 1949, received M.A. degree in chemistry from Mount Holyoke Col- 
lege in 1952. Upon her return to Turkey she joined the Squibb Pharmaceutical 
Co. but went back to the United States in the fall of 1955 to study toward her 
Ph. D. degree at the University of Florida. She had a scholarship both at 
Mount Holyoke College and for the Universty of Florida. 

Nermin Muvaffak Streater, 1927, she spent a year at Brown University and 
studied political science on a fellowship at Columbia University in 1935. She 
has been active in social work in Ankara as well as in professional writing. 

Efzaish Yusuf Suat, 1915, studied history, literature, and philosophy at the 
Universities of Freiburg and Bonn. Prominent in Turkish feminist movement. 
Represented Turkey in America at first congress of the Women’s International 
League for Peace and Freedom. Among her publications are books on Turkish 
women and a popular novel, ‘The Aftermath of Love,” which depicts the Turkish 
Woman’s attitude after the First World War. 

Mehlika Izgi Tasmen, 1935, she was sent by the Turkish Metallurgical Bureau 
to study at the University of Texas. After her return to Turkey she has carried 
on petroleum research work. 

Kutas Tavlan, 1952, received B.S. degree from Rockford College. Continued 
her studies at the University of Maryland. Presently studying for her medical 
degree at the University of Istanbul. 

Meliha Cerdet Terzioglu, 1934, received M.A. in zoology at Wellesley College 
and her Ph. D. from Yale, both on a scholarship. She is professor of physiology 
at the school of Medicine of the University of Istanbul. Has been on a research 
tour in the U.S.A., summer 1959 . 

Ilhan (Cekmegil) Togar, 1946, after studying dentistry at the University of 
Istanbul she spent the year 1952 on a Fulbright scholarship studying ortho- 
dontics at New York University. She is at present a practicing orthodontist 
in Istanbul. 

Siral (Ozer) Ulkii, 1954, she received her B.A. degree from Northeast Missouri 
State Teachers College and her M.A. degree in education from Boston Univer- 
sity. She returned to Turkey, taught at the Gazi Institute in Ankara, and is now 
educational consultant at the Atatiirk Kiz Lise in Istanbul. 

Asuman Unitigtir, 1947, after graduating from the School of Medicine of the 
University of Istanbul, she left for the United States where she specialized in 
internal medicine. She returned to Turkey in 1956. Practicing doctor. 

Nakibe Hasmet Uzgiren, 1982, received M.A. degree in mathematics at the 
University of Michigan in 1937-38. Served as docent in the Department of 
Mathematics at the University of Istanbul, and in 1950 completed Ph. D. re- 
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quirements at Harvard. In 1953 she completed her doctorate at the University 
of Istanbul where she has been teaching mathematical statistics at the faculty 
of economics. In 1958, after research work at the University of California, she 
is back teaching at the Istanbul University. 

jalkis Vassaf, 1928, clinical psychologist, was organizer in 1955 of child and 
family guidance committee to work on preventing and curing personality and 
behavior disorders in children and adults. ; 

Nilufer Yalcin, 1942, is editor of the biweekly news magazine, Forum, one of 
the best in Turkey. 

Behire Refik Yaltkaya, 1926, received her M.A. in mathematics from the Uni- 
versity of Michigan. Since 1939 she has been head of the Mathematics Depart- 
ment of the Girls College. She was the first Barbour Scholar from Turkey to 
study at Michigan. , 

Exuisir III 


Rospert COLLEGE AND AMERICAN COLLEGE FOR GIRLS OF ISTANBUL, TURKEY 


8-year comparison of dollar gifts received years ending June 30, 1953 through 


1959 
Total Individuals Foundations Corporations 

1953 ‘ 7 nko anti j $70, 744. 46 $33, 075. 46 $37, 669. 00 | 

1954 ¥ ‘ i a eee il | 86, 855. 91 61, 808. 91 | 25, 047. 00 

1955 ‘ ‘i ‘ . 99, 892. 17 71, 666 67 27, 975. $250 
stents 104, 113. 07 87, 757. 07 16, 350. 00 

1957___- aT: f 330, 829. 56 182, 648 56 | 144, 649. 00 3, 532 
en ots 285, 790. 86 59, 074. 23 | 226, 291. 63 | 425 
1959 ; 534, 094. 03 208, 167. 90 322, 726. 13 3, 200 


STATEMENT BY THE REVEREND Dr. DANIEL BLISS, BOSTON, MASS., CHAIRMAN OF 
THE BoarpD OF TRUSTEES OF INTERNATIONAL COLLEGE, BEIRUT, LEBANON 


Mr. Chairman and members of the Committee on Foreign Relations, the 
trustees of International College very much appreciate the recognition the Con- 
gress has given to the importance of privately sponsored, nondenominational 
educational institutions abroad and are grateful for this opportunity to submit 
further information on International College in Beirut for the consideration 
of the Senate. 

The basic facts regurding International College are: 


AMERICAN CILARTERED 


International College was originally founded in Smyrna (Izmir) in 1891 and 
it operates under a charter granted to it by the Commonwealth of Massachusetts 
in 1903 “for the purpose of providing a thorough, practical education for boys 
and young men.” The school moved to Beirut and took over the work of the 
preparatory section of the American University of Beirut in 1936. 


AMERICAN GOVERNED 


It is governed by an American board of trustees, 30 in number, half of whom 
must be residents of Massachusetts. The other half are residents of New 
York, Vermont, Maine, Pennsylvania, New Jersey, and Connecticut. The prin- 
cipal, chief administrative officers, and key teachers are American citizens. 
President Leonard, of the American University of Beirut, is also president of 
International College. 

NONDENOMINATIONAL 


The college is Christian in outlook, but does not proselytize or interfere with 
the student’s right to worship as he pleases. There are members of over 20 
religious groups on the campus, including various sects of Christians, Moslems, 
and Jews. 

AMERICAN SUPPORTED 


International College has always been supported by tuition and voluntary 
gifts from individuals and foundations from all over the United States. It is 
now turning to the American Government fer needed help toward the develop- 
ment of up to date and representative American facilities as described below. 
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REGIONAL IMPORTANCE 


In the present student body of about 1,600, there are nationals of 30 different 
countries; in the last 10 years, 56 countries have been represented. These 
future leaders of the Near East come to the college as young boys whose patterns 
of thought are still malleable. Their attitudes will do much to condition Ameri- 
ca’s long-range reputation and prestige in the Near East. 

About 80 percent of the graduates go on to universities and, of these, nearly 
three-quarters matriculate either as freshman or sophomores at the American 
University of Beirut, an institution closely identified with International College 
in its 69-year history. 

Other students go directly from the college into positions in business and 
industry throughout the Middle East. Their training in English, Arabic, and 
French, as well as in the basic academic disciplines, particularly fits this group 
which receives its terminal education at International for positions in the 
senior clerical and junior executive levels. In a region of the world where there 
are only the beginnings of a middle class, this level of education is highly 
important. 

ACADEMIC PROGRAM 


The program of the college covers the equivalent of first grade through the 
freshman class of a college in the United States. Its basic aims are to prepare 
students for scientific and professional study at university level and to provide 
leadership in the fields of teaching, civil service, business, and industry in the 
Near East. Beginning students are instructed in Arabic, but English is taught 
from the first grade and by the time the pupils enter the equivalent of junior 
high school, they have a good working knowledge of English. 

In Izmir, International granted the B.A. degree; in Beirut, it has always 
prepared a large part of its students for entry in the sophomore year of the 
university. At the present, International also prepares its students in either 
English or French for the Lebanese Government baccalaureate examinations, 
parts I and II. Success in these examinations is required of all Lebanese citi- 
zens who are entering the professions of law, medicine, pharmacy, engineering, 
and the civil or foreign service. 


COOPERATION IN THE TRAINING OF TEACHERS 


For many years, the American University of Beirut and International College 
have cooperated in the training of teachers. The university has an extensive 
department of education, and the classes of the college serve as their laboratory. 
The education students observe work in the college classes, attend demonstra- 
tion lessons, and do their practice teaching under the guidance of able and 
experienced teachers of the college and their own professors. 


PILOT SCHOOL PROGRAM 


In addition to the work International College does with its own students, it 
has an increasingly important role in the development of independent education 
throughout the Middle East. The trustees believe that the people of these 
newly emerging nations can themselves be interested in supporting independent 
education, that they can be encouraged to see the value of some flexibility and 
experimentation in educational techniques. The relative political freedom of 
Lebanon provides the best available stage for the demonstration of a school 
dedicated to these principles. 


PHYSICAL FACILITIES 


Since International moved to Beirut, the college’s enrollment has grown from 
about 1,200 to 1,600 and the university’s has increased from 650 to 2,350. At 
the same time, the city has grown up around the campus so there is no room 
for expansion to provide for the increased enrollment. The buildings now 
occupied by International College must be taken over by the university for its 
own vitally necessary building program. Only recently the university has begun 
construction of a men’s dormitory on the athletic field formerly used by the 
college. Laboratories and classrooms, dining rooms and dormitories are all 
crowded and inadequate. For the continued health of both institutions, the 
college must turn its present campus over to the university and build one which 
will enable it to be of continued usefulness to the Middle East it is still helping 
to develop. 
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BUILDING PLANS 


The trustees have already purchased over 100 acres of land just to the south 
of Beirut, in the direction of the city’s growth, whieh is accessible by a 15- 
minute drive along the recently completed airport road. Preliminary space 
and utility studies of the site have been completed by Robert W. Page, an 
architect with considerable experience in the Middle East. Edward Durell 
Stone, the designer of the Embassy in New Delhi and the American Pavilion 
at the Brussels World Fair, has been engaged to do the actual design work 
for the new campus layout and buildings. 

The preliminary space studies call for the construction of complete facilities 
for 1,200 students, 200 of whom will be boarders. Mr. Stone will complete the 
master layout in the spring of 1960 and will have key drawings finished by 
the end of June 1960. 

The preparation of the site and installation of sewer, water, steam, power- 
lines, the sewage treatment plant, transformers, generators, a water well and 
deep well pump, will begin the summer of 1960. 

On the basis of estimates now available, this construction is estimated to cost 
about $4,621,000. 


REQUEST FOR CONTINUED GOVERNMENT ASSISTANCE 


The trustees of International College believe that American foreign policy 
can have no deeper or more productive roots than those provided by the schools 
started abroad by its private educators in the last century. They have won 
the respect and loyalty of their host countries, have gone through civil and 
foreign wars with them and are now assured of a prominent place in their 
communities. The working practice in the best traditions of American demo- 
cratic ideals which they offer their students is one of our best insurance policies 
for the future peace of the world. 

The trustees request the continued support of the U.S. Government in helping 
with this important investment in long-term foreign relations. 


STATEMENT BY THE DEPARTMENT OF SOCIAL WELFARE, UNITED CHRISTIAN MISSION- 
Ary Soctety, 222 Sournh Downry AvENUE, INDIANAPOLIS, IND. 


Mr. Chairman, we appreciate the opportunity to submit testimony to your 
committee as it seeks to evaluate the foreign aid program of the United States. 
The department of social welfare, which presents this testimony, is part of the 
United Christian Missionary Society, a board of education and missions organized 
to serve the approximately 8,000 churches and 2 million members of the Disciples 
of Christ in the United States and Canada. 

We would like to confine our statement largely to support of the proposal by 
the late Senator Richard Neuberger (S. 2908) and Representative Henry Reuss 
(H.R. 9638) to amend the Mutual Security Act “to provide for a study looking 
toward a Point 4 Youth Corps of young Americans willing to serve their country 
in public and private technical assistance missions in far-off countries, and at 
soldier’s pay.” 

Before elaborating on the reasons for our support of the point 4 idea we would 
like to briefly reaffirm our support of the technical assistance and economic 
development features of the mutual security bill. In urging support of U-S. 
and U.N. economic aid programs we call attention to a resolution by the Inter- 
national Convention of Christian Churches (Disciples of Christ) at Miami in 
1954 which declared : 

1. “We recommend to the U.S. Government that it maintain and strengthen 
the original ideal of technical assistance carried out apart from defense meas- 
ures and department and that such a program be conceived as a long-term effort 
rather than as an emergency measure.” 

2. “We strongly favor the multilateral technical assistance program of the 
United States and urge our Government to provide it with increasing financial 
support.” 

In concluding our general remarks we would like to submit for the record a 
statement of principles on foreign aid submitted to this committee several years 
ago, and a recent letter to Senator Fulbright in support of the proposed Inter- 
national Development Association. 
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The spirit of the mutual security program is, we believe, epitomized in the 
Point 4 Youth Corps proposal. President Eisenhower said in his message to 
Congress this year that the MSP is “grounded in our deepest self-interest but 
springs from the idealism of the American people which is the true foundation 
of our greatness.” It seems particularly appropriate that we should marshal 
the idealism of young people to help the people of the underdeveloped areas of 
the world to help themselves. 

We believe the Point 4 Youth Corps proposal will challenge young people much 
as the call to a life of Christian missionary service still challenges them. Sena- 
tor Neuberger was right when he said that “Growth of the underdeveloped na- 
tions is one of the most exciting stories of our time. In Asia and Africa and 
Latin America there are many important tasks which could utilize the minds 
and muscle of American young people.” 

As Representative Reuss put it: “The people of the developing countries need 
economic assistance, but even more they can profit from exposure to the ideas of 
Thomas Jefferson and Abraham Lincoln. Young Americans who are willing to 
help with an irrigation project, with digging a village well, with setting up a 
rural school, could be one of our best ways for creating such a picture of 
America.” 

By our own experience we can confirm the expectations of Senator Neuberger 
and Representative Reuss. Each year we recruit on a modest scale young 
people for a point 4 type work camp experience in many parts of the United 
States and overseas. These young people usually work in underprivileged or 
war-torn communities. They rebuild churches, homes, construct irrigation facil- 
ities, build privies, and in general help the local people to reconstruct their 
physical homes and communities. But just as important as the physical redevel- 
opment program is the spiritual lift to the local community and the deepening of 
the lives of our own young people. 

If Congress approves the study proposed by Senator Neuberger our own experi- 
ence and that of many other denominations may be of considerable help in evalu- 
ating certain aspects of the Point 4 Youth Corps proposal. If a commission is ap- 
pointed to study this matter we would recommend that it set up a task group 
composed of the major religious agencies who have had experience in this field. 
Young people have served in work camps and relief and rehabilitation work 
overseas through the World Council of Churches, the Brethren Service Com- 
mission, and the American Friends Service Committee. Some of this experience 
involves young people who have been performing work of national importance 
as an alternative to military service. Other young people have volunteered for 
these experiences at great cost to themselves simply because they wished to make 
a Christian witness by helping other people in need. There is a vast reservoir 
of experience in these programs that should be helpful in any study program 
authorized by the Congress. 

We hope the Senate Foreign Relations Committee will endorse the Point 4 
Youth Corps proposal and recommend its approval by the Senate. 


Marcu 21, 1960. 
Hon. J. WILLIAM FULBRIGHT, 
Senate Foreign Relations Committee, 
Senate Office Building, Washington, D.C. 


Dear Mr. FuLsricut: I understand that your committee is presently consider- 
ing legislation which would permit U.S. participation in the International Devel- 
opment Association. The principles upon which IDA is promulgated have fre- 
quently been endorsed by the International Convention of Christian Churches 
(Disciples of Christ). Therefore, we write to support in principle an organiza- 
tion such as IDA. 

IDA would do several things in the field of international economic development 
that seem to us desirable. First of all, it provides long-term, low-interest loans 
to the underdeveloped areas of the world. Secondly, the multilateral nature 
of the program appeals to us. The participation of all of the countries associated 
with the World Bank in IDA will make it possible to give badly needed as- 
sistance without some of the cold war complications that are inherent in bi- 
lateral foreign aid program. 

In 1954 our international convention meeting in Miami passed a resolution 
containing the following statement on world economic development : 








650 MUTUAL SECURITY ACT OF 1960 


1. “We recommend to the U.S. Government that it maintain and strengthen 
the original idea of technical assistance carried out apart from defense measures 
and department and that such a program be conceived as a long-term effort 
rather than as an emergency measure.” 

2. “We strongly favor the multilateral technical assistance program of the 
United Nations and urge our Government to provide it with increasingly financial 
support.” 


Our convention meeting in St. Louis in 1958 said on the subject of world 
economic development : 

“World economic development.—The economic development of underprivileged 
areas is one of the ways in which poverty may be lessened in the world. Tech- 
nical assistance programs which aid in lifting levels of technological skill may 
be of real help in improving the lives of the people of the underdeveloped areas, 
Capital funds in the form of grants or loans are often needed to realize the 
greatest benefit from economic development programs. In many instances multi- 
lateral programs of economic assistance are to be preferred over bilateral ar- 
rangements. There is certainly no general rule at this point, however. Two 
things which seem certain—that economic assistance programs should be sep- 
arated from military aid and development programs; and that assistance should 
be granted with only such stipulations attached as are designed to see to it that 
assistance reaches people who are actually in need, rather than political for- 
tune hunters. The use of such economic programs as diplomatic weapons is to 
be deplored.” 

In closing we would like to urge your most serious consideration of U.S. par- 
ticipation in the International Development Association. 

Cordially, 


ROBERT A. FANGMEIER, 
National Director, Christian Citizenship. 


{From Robert A. Fangmeier, Indianapolis, Ind. ] 
DiscrpLes Urce U.S. SENATE To Back LonG-RANGE ForREIGN AID PROGRAM 


A statement regarding technical assistance and world economic development 
submitted to the special Senate committee to study foreign aid by the Depart- 
ment of Social Welfare, United Christian Missionary Society (Disciples of 
Christ), 222 South Downey Avenue, Indianapolis, Ind. 


Mr. Chairman, we appreciate the opportunity to submit testimony to your 
eommittee as it seeks to evaluate the foreign aid program of the United States. 
The department of social welfare, which presents this testimony, is part of the 
United Christian Missionary Society, a board of education and missions organ- 
ized to serve the Disciples of Christ Churches of the United States. There are 
8,000 congregations and 1,900,000 members reported in the 1956 Yearbook of 
the Disciples of Christ. 

We would like at the outset to record our firm support for those programs of 
our Government providing nonmilitary technical assistance and economic de- 
velopment aid to the underdeveloped areas of the world. In 1957 these programs 
cost taxpayers only 1.33 percent of a nearly $70 billion national budget as against 
69.79 percent for national defense and military security. We leave it to others 
to determine the cost of the military budget. But on the appropriations for 
technical assistance and world economic development we have a definite con- 
viction. We should look toward enlarging rather than reducing our contribu- 
tion for economic aid. 

In a resolution by the International Convention of the Disciples of Christ 
meeting at Portland, Oreg., in 1953, the delegates earnestly appealed “to the 
Congress of the United States to continue appropriations for point 4 programs 
and technical assistance programs of the United Nations in such amounts as will 
permit these causes to function effectively in rebuilding the human and material 
resources of such underdeveloped areas as desire such assistance.” 

The convention resolutions further stated : 

1. These programs have been among the least expensive of our international 
ventures in the field of relief and rehabilitation. 

2. The governments of the receiving countries are contributing approximately 
two-fifths of the cost of these programs. 

Technical assistance and economic development programs should have as their 
basic aim the helping of people to help themselves. For decades Christian mis- 
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sionaries have pioneered in education, agriculture, medicine, social welfare, and 
literacy. Always the aim was to help people achieve sufficient education and 
skill so that on their own they could build a better world. It has been heartening 
in postwar years to see these principles adopted by our Government in economic 
aid programs of its own and those of the United Nations. 

Our feelings about foreign economic aid is that now is the time to look for- 
ward to opportunities rather than backward to responsibilities of which we may 
dispose. We can, of course, dispose of our responsibilities. But to do so would 
surely place in great peril the cause of democracy throughout the world. It is 
not in our tradition to be so shortsighted. We cannot abandon these democratic 
revolutions that have found inspiration in our own Constitution and Declaration 
of Independence. 

To meet our responsibilities it seems wise now to chart a long-range program 
of bilateral and multilateral aid that would envisage grants and loans. The 
program should assume a responsibility covering several decades. It will be far 
more economical and certainly more politically acceptable if our aid programs 
and those carried on through the United Nations are allowed to operate with 
some assurance of continuity. 

In urging support of U.S. and U.N. economic aid program we call attention 
to a resolution by our international convention at Miami in 1954 which declared: 

1. “We recommend to the U.S. Government that it maintain and strengthen 
the original idea of technical assistance carried out apart from defense meas- 
ures aud department and that such a program be conceived as a long-term effort 
rather than as an emergency measure.” 

2. “We strongly favor the multilateral technical assistance program of the 
United Nations and urge our Government to provide it with increasingly 
financial support.” 

We believe this Senate committee had made a good start in charting a long- 
range foreign economic aid program in the study it is carrying on. In general, 
we are impressed by the soundness of the views expressed in the foreign aid 
studies by the Massachusetts Institute of Technology and by the Presidential 
Commission headed by Eric Johnston. The Johnston report seems more nearly 
in keeping with our responsibilities than the companion Presidential report by 
the Fairless Commission which ties foreign aid almost entirely to military 
consideration and the containment of communism. 

It is our hope that the Congress will take the long view in considering our 
foreign aid responsibilities and continue to merit this expression of our spirit 
by Dr. Virgil A. Sly, executive chairman, of the Division of World Mission 
of the United Christian Missionary Society (Disciples of Christ) : 

“The foreign aid program is the one great hope of the possibility of under- 
standing between peoples of the East and West. Where foreign aid is carried 
to meet human need, motivated by Christian concern, there is to be found new 
understanding and appreciation of the purposes of the United States in its role 
as a leading nation in world affairs.” 





LAUBACH LITERACY AND MISSION F'unp, 
New York, N.Y., March 31, 1960. 
FoREIGN RELATIONS COMMITTEE, 
U.S. Senate, Washington, D.C. 


GENTLEMEN: Here is a statement which Dr. Frank C. Laubach, father of the 
present day world literacy movement, has authorized me to send to your 
Committee. 

Some of you may not be familiar with the renowned work of Dr. Laubach on 
behalf of the world’s illiterates. He and his literacy teams have cooperated 
with ministries of education in 65 countries, to prepare literacy primers and 
other reading matter for their adults. In those same countries and in 32 others, 
Dr. Laubach’s teams have worked also with missionaries and private groups to 
help the illiterates. So far, this movement has been responsible for preparing 
literacy lessons in at least 274 languages and dialects. 

While Dr. Laubach is officially retired from the Committee on Literacy and 
Literature of the National Council of Churches, he is as active as ever. Sup- 
ported by voluntary gifts of friends who desire to share in his effective efforts, 
he is responsible for much of the training of more literacy experts and writers 
for neoliterates during the past four years. 
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Dr. Frank C. Laubach is the guiding genius of this fund. He is president 
and a key figure in the Foundation for World Literacy formed in Memphis a 
year ago. He is vice president and a trustee of World Neighbors, a kind of 
“private point 4” organization doing community development work in several 
newly developing lands. Heisa past president and director of Koinonia Founda- 
tion, a training center for world service at Baltimore. I am now helping to plan 
the 15th long world tour of this “Apostle to the Illiterate Billion.” 

Respectfully, 
LoRENzO W. LOWE, Associate. 


THE NEED OF MUTUAL SECURITY FUNDS FOR WORLD LITERACY 
(By Dr. Frank C. Laubach) 


The shockingly high rate of adult illiteracy in many countries is almost identi- 
eal with their rate of malnutrition, illness, poverty and misery. Hunger and 
illiteracy are twins, for ignorance paralyzes progress. An illiterate’s mind is 
rather like a chest full of dull tools—it cannot compete effectively in our modern 
world of technology. 

Fully one-third of the people in the free world are still captive to the bitter 
slavery of ignorance. Another one-third read and write so poorly that they are 
not effective citizens. According to recent articles in Atlantic and Time maga- 
zines, and in Headline Series No. 136 of the Foreign Policy Association, main- 
land China is making tremendous strides in adult literacy and fundamental 
education. She is reported as having risen from 20 percent literacy to 80 percent 
in the past 15 years. We dare not be unconcerned about high illiteracy rates 
in friendly nations or uncommitted lands, in the face of this monolithic com- 
petition from the Communist area. 

The successful use of television to teach illiterates over station WKNO-TV 
in Memphis, Tenn., is a matter of record. Kinescope films of that literacy 
course are now being used in a dozen other cities to speed more literacy. We 
made the first kinescope film in Arabic in 1958 at the UNESCO center near 
Cairo. The first kinescope film has been completed in the Hindi language for 
India. One is being completed in Urdu for Pakistan. Three-fourths of the men 
and women speaking these three languages cannot read. 

The modern media of television, films and filmstrips make it possible to teach 
illiterates at far less cost per individual than by older instruction methods. 
Why should newly developing nations of the world crawl along with old fashioned 
teachings methods while the Communist nations are using every means available 
to them toward educational progress? We cannot close our eyes and make this 
unpleasant fact pass away. 

The use of U.S. dollars by ICA to encourage and help a literacy campaign 
among the military personnel of Turkey is progressing. Ten thousand men are 
learning to read every 2 months. This progress might well be duplicated in 
Pakistan, Korea, and possibly Iran. In countries purchasing some of our agri- 
cultural surpluses, a portion of the local currencies on deposit for these products 
could be utilized for literacy and fundamental education, under Public Law 480. 
Such funds could be used for printing literacy materials in the same countries 
where these currencies are, and for travel of training personnel as well as for 
scholarships to train more nationals to become literacy experts and writers for 
adult new readers. 

We have on file scores of requests for help with adult literacy, from workers 
abroad. Our literacy traveler now in Africa, Mrs. Louise Morrill, reports con- 
siderable interest in Nigeria, where the ICA educational adviser is eager for the 
nation to become literate and the natives demand it. Three literacy experts 
trained in our methods have done exceptional work during the past 4 years in 
east Africa. 

Literacy materials displayed at the Tunis Trade Fair in 1958 attracted 
great enthusiasm among Tunisians who are eager for progress. Our literacy 
primer in the Pushtu tongue is scheduled to be used as the base for a literacy 
demonstration on closed-circuit television at the Kabul Trade Fair in Afghan- 
istan this year. 

Tentative figures for mass literacy campaigns by means of television indicate 
that the cost of teaching, per adult, is far lower than teaching them by conven- 
tional methods. It is also much faster. And the finest teachers can be used, 
since the lessons can be prepared on film or video tape and distributed to a whole 
chain of TV stations. 
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It is mutual security of a high type to use modern media for helping neighbor- 
ing nations and friendly nations all over the world. It can do more to build 
world peace than all our military expenses and armament. 

Because illiteracy is high in so many parts of the world, it has until the present 
time appeared impossible to overcome without a huge expense of time and money. 
We strongly urge that a portion of our country’s mutual security funds be ear- 
marked for specific literacy projects, and that practical use be made of every 
available mass media to speed world literacy. 

Let us cooperate with other nations by helping them remove the blindfold of 
ignorance from their people. This will win their respect and their friendship 
better than almost anything else we could do. 


AMERICAN BooOK PUBLISHERS COUNCIL, INC., 
Washington, D.C., April 1, 1960. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Foreign Relations, U.S. Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: The American Book Publishers Council would appreciate 
having this letter incorporated in the printed record of the hearings on the mu- 
tual security bill of 1960, so that it may thus be available to members of the 
Committee on Foreign Relations. 

The subject of our concern is the large scale export of pirated editions of 
American books, especially textbooks and scientific and technical works, by 
certain firms in Taipei, the capital of the Republic of China. We presented 
testimony on this matter before the Senate Committee on Appropriations last 
August in connection with the hearings on the mutual security appropriations 
bill of 1959 and, as a result, that committee incorporated the following state- 
ment in its report on the bill (S. Rept. 981, 86th Cong.) : 


“UNAUTHORIZED REPRODUCTION OF AMERICAN BOOKS 


“The committee was advised of the problem that is in existence in Nationalist 
China of the unauthorized reproduction of American books in very cheap photo 
offset editions. Despite representations by the American publishers, this prac- 
tice has continued. The Department of State is directed to look into this prob- 
lem and exert every effort in an attempt to have it discontinued.” 

In the several months following that testimony and the committee’s report, 
the situation became much worse. Not only was there an expansion of the ex- 
port of these pirated editions throughout the Far East, but this activity was ex- 
tended into the United States as well, especially on numerous college campuses 
in the western part of the country. 

We believe that this matter should be of general interest to your committee 
and, in addition, is related to the mutual security bill in the following ways: 

1. The Mutual Security Act of 1959 contained the following provision in sec- 
tion 503(b) : 

“In any case in which the President determines that a nation has hereafter 
nationalized or expropriated the property of any person as defined in section 
413(b) and has failed within six months of such nationalization or expropria- 
tion to take steps determined by the President to be appropriate to discharge 
its obligations under international law toward such person, the President shall, 
unless he determines it to be inconsistent with the national interest, suspend 
assistance under this act to such nation until he is satisfied that appropriate 
steps are being taken.” 

Although technically this piracy of American books is not confiscation of 
U.S. private property, because the Republic of China has not adhered to the 
Universal Copyright Convention, in practice this activity constitutes expropria- 
tion of the property of American authors and publishers without compensation. 

2. The United States has been and still is making very large grants to the 
Republic of China and it hardly seems in keeping for that Government to re- 
ciprocate by tolerating the destruction of the property rights of U.S. citizens 
through the production and export of these pirated editions of U.S. books. 

A few days ago the New York Times and other American newspapers carried 
dispatches from Taipei announcing that the Government of the Republic of 
China had, on March 24, imposed an embargo on the export of reprinted foreign 
language books from that country. We assume that this action was taken, at 
least in part, as a result of the vigorous representations which have been made 
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by our own Department of State as well as the U.S. book publishing industry 
and the interest which has been taken in this matter by committees of the 
U.S. Senate. Needless to say, we are very much gratified by this action of the 
Government of the Republic of China and hope that it will result in further 
consideration of copyright relations between the two countries. 

So long as this embargo on the export of pirated editions of U.S. books is 
continued by the Chinese Nationalist Government, the worst aspects of this 
problem will have been dealt with. However, this embargo could be lifted as 
quickly as it was imposed and does not constitute a satisfactory longrun solu- 
tion. We would hope that it would be possible for our Government and the 
Government of the Republic of China to come to some agreement on the recip- 
rocal protection of copyrighted works, either by means of a bilateral agreement 
or through the Universal Copyright Convention to which the United States and 
some.55 other countries now adhere. 

We appreciate this opportunity to present our views on this subject to the 
Committee on Foreign Relations and hope that the committee will do what it 
can to facilitate the working out of a longrun solution mutually satisfactory to 
the United States and its citizens and to the Government and citizens of the 
Republic of China. 

Respectfully yours, 
Ropert W. FRASE. 


ANTIOCH UNION, ANTIOCH COLLEGE, 
Yellow Springs, Ohio, March 7, 1960. 
Hon. Grorce D. AITKEN, 
Senate Office Building, 
Washington, D.C. 

DeAR Sik: I am writing to tell you of the great interest which the bill to study 
the feasibility of a point 4 Youth Corps (S. 2908, H.R. 9638, introduced by Sen- 
ator Neuberger and Representative Reuss) has aroused among students here at 
Antioch. In terms of the present political realities those of us who have studied 
the bill are excited about the benefits it promises for American freedom and 
world democracy. 

The bill, I think, represents an opportunity to prove to the Communist and the 
free world that democracy stands for more than mere economic and military 
aid—that it believes in and stands for integrity and personal involvement in the 
problems of our age. 

About 2 weeks ago some 270 students representing one-third of those on campus 
here, signed petitions urging you, our lawmakers, to enact the bill; the petitions 
were sent to Senator Fulbright. In addition, many students wrote their 
Congressman to tell in detail of their commitment to such a program. 

I urge you to examine this bill and work for its implementation into law as 
quickly as possible. You have the support of many Antioch students and more- 
over I believe that you have the encouragement of many other students and 
citizens in the free world. 

Bombs may win wars but only men can win the peace—through responsibility, 
cooperation, most of all through good faith. I think point 4 Youth Corps is the 
greatest promise of that good faith and that through your sponsorship this 
promise can become a reality. 


Respectfully yours, 
Susan CLARK. 


JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA, 
NATIONAL HEADQUARTERS, 
Washington, D.C., April 5, 1960. 
Hon. J. W. FULBRIGHT, 
Chairman, Foreign Relations Committee, Senate Office Building, Washington, 
DAC. 

DEAR Mr. CHAIRMAN: Due to illness which confined me to the hospital for the 
past several weeks, I had no opportunity to appear before your committee and 
testify in support of the mutual security program on behalf of the Jewish War 
Veterans of the United States of America. 

I have read the statements made before your committee and the House com- 
mittee by the officials of the State Department and of the ICA as well as by 
officers of the Defense Department. 
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In view of the enclosed resolutions and the accompanying statement, I feel 
it is proper on behalf of the Jewish War Veterans of the United States of Amer- 
ica to associate myself, most enthusiastically, with the eloquent presentation of 
the Secretary of State, Mr. Herter, and his colleagues. 

I shall greatly appreciate your inserting this letter and the enclosures in the 
printed records of your hearings or in the appendix thereto. 

Cordially, 
BERNARD WEITZER, 
National Legislative Director. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA, RE MUTUAL SECURITY PROGRAM 


As Congress is considering the President’s recommendations for the mutual 
security program for fiscal year 1961, it faces problems even more awesome than 
it faced when considering the Marshall plan 11 years ago. At that time, many 
of the nations which are now our NATO partners and our other allies in many 
parts of the world were suffering from the hurts of the war. In some of them, 
the governments were unstable and in practically all of them, their national 
economies were in chaos or on the brink. 

Today, nearly all of them have national economies which are booming. Their 
governments are stable. Through their own prodigious efforts and with the 
help of the mutual security program, they have made tremendous advances. 
Nevertheless, many still need military aid and economic support to maintain the 
military posture essential to be a deterrent to the threat posed by the heads of 
the Kremlin Communists and the satellites which they dominate and which in- 
clude nearly one-third of the world’s population. 

In the rest of the world which communism eyes greedily, about another one- 
third of the world’s population, many newly independent nations have come into 
being or are about to come into being. Among them, the largest is India. Prac- 
tically all of them were formerly colonies. The per capita income of their 
people is around $100 and sometimes as low as $40 or $50. For the most part, 
they are lacking in skills of government and production. Many have great re- 
sources to be tapped. Raw materials which they produce are, in many cases, 
essential to our productive industries. 

Peoples of these countries are impatient to get ahead. They want to be rid, 
as soon as possible, of the poverty. hunger, and disease with which they have 
been and are afflicted. They want to increase their productive capacity at a 
rate which will surpass their population growth so that they may enjoy a better 
standard of living. 

Will they be beguiled by the Kremlin Communists and slip under Communist 
domination? Will the Kremlin Communists succeed in forming a bloe of the 
yellow Asiatics and the blacks of Africa? Would this topple India and the 
southeastern Asiatic nations into the Communist maw ? 

The answer will be largely determined by the degree to which the Congress 
approves the authorization and the appropriations called for by the President for 
the 1961 mutual security program. It appears now that many of our NATO 
partners and Japan have the economic resources and the will to initiate bilateral 
economic aid programs of their own and to join in the International Development 
Association to help the newly independent nations of the world achieve their 
goals if our Government indicates its determination to continue the leadership 
we have demonstrated in the mutual security program. 

EXPANSION OF U.S. ProGRAmM oF MurcaL Securtry AND TECHNICAL AID 

Whereas the free nations of the world are engaged in a global struggle against 
the onslaught of world communism which seeks to gain world control through 
both overt and indirect aggression, through economic penetration and devious 
propaganda attacks ; and 

Whereas we deem it the responsibility of the United States as a leader among 
the free nations of the world to organize resistance against Communist designs 
to subvert the free world; and 

Whereas, in this cold war struggle, the United States has the obligation to 
mobilize its moral and physical strength to help enable the free world to with- 
stand the subversive and infiltrating activities of the Communists and frustrate 
the Communist intent to dominate the world ; and 
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Whereas our country has, today, a $9 billion supply of surplus food lying dor- 
mant in storage facilities which require the payment of nearly $1 billion for rent 
which surplus food supplies should be now more than ever, energetically put to 
use in meeting the food shortage of the millions of people in lands where the 
per capita income is $100 per year or less ; and 

Whereas the programs for mutual security and technical assistance have 
demonstrated their value by blocking the Communist effort in many directions 
but are now of insufficient size and scope, particularly in the light of the Soviet’s 
program of economic aid, trade penetration and arms supplies, all of which are 
reflected in depressed economic conditions among the peoples of the have-not 
nations, by the drift toward ‘“neutralism” of the many uncommitted nations 
and by the hostility expressed by the Latin American people on the trips to that 
area by Vice President Nixon, Dr. Milton Eisenhower, and the late Secretary 
of State Dulles ; and 

Whereas many nations of the free world are not linked to the United States 
through regional pacts ; and 

Whereas the United States has no effective plan whereby the nations who are 
members of regional pacts are encouraged to develop mutual security and techni- 
cal assistance programs among themselves : Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States in 64th annual 
national convention assembled in New York City, August 5-9, 1959, hereby 
request the President and the Congress of the United States to reexamine the 
policy with regard to mutual security, economic aid, and technical assistance 
to eliminate any weaknesses or waste and adopt the following recommendations 
for expanding programs: 

1. The United States should reaffirm its wholehearted support of the mutual 
security program as the most effective expenditure which our country can make 
in its own national defense and for the security of the free nations of the world. 

2 The United States should make every effort to expand, especially through 
the Loan Development Fund, its economic aid to those nations with whom it has 
entered into mutual security pacts, in order to raise the standard of living in 
these countries, as well as in the underdeveloped countries. 

® The United States should encourage the nations of the free world to develop 
mutual security and technical assistance programs among themselves for their 
common good. 

4. The United States should encourage new regional pacts within the frame- 
work of the United Nations among the uncommitted nations of the world in an 
effort to help insure their national defense and to improve the economic con- 
ditions within these countries. 

5. The United States should expand its technical assistance programs for un- 
derdeveloped countries through the bilateral technical assistance program (point 
4) and through the United Nations technical assistance programs, is evidence 
that the American people are devoted to the cause of elevating the standard of 
living for the peoples within these countries. In so doing, the United States 
can best reaffirm its desire to help those nations which seek to implement their 
economic development, but wish to refrain from entering into military comnit- 
ments. 

6. The Congress should enact some legislation such as is proposed in S. 1711, 
the food-for-peace bill, which will extend Public Law 480 for another 5 years, 
increasing the rate from $1%4 billion to $2 billion a year and institute other steps 
for using our $9 billion surplus food supply more effectively under a centralized 
agency which will speed up decisions and action beyond the slow pace that has 
been possible through the functioning of nine different agencies operating under 
a committee system. 


DISCRIMINATION AND MuTUAL SecuRITY LEGISLATION 


Whereas it is our understanding that certain foreign nations, some of them 
beneficiaries of our country’s mutual security assistance, exercise discrimination 
against U.S. citizens, based upon race or creed, which inhibit or nullify rights 
of personal, commercial, diplomatic, or military access to these countries, rights 
which are, according to our fundamental American concepts, due to all U.S. citi- 
zeus without distinction ; and 

Whereas remarks made on the floor of the U.S. Senate as reported in the Con- 
gressional Record of July 8, 1959, indicate such restrictions specifically obtain 
in Iceland, which discriminates against Negroes ; Norway, which discriminates 
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against certain Catholic clergymen; and Saudi Arabia, which discriminates 
against Jews; and 

Whereas these discriminations are repugnant to the principles of American 
democracy, the Constitution of the United States of America, and are derogatory 
to the rights of American citizens: Now, therefore, be it 

Resolved by the Jewish War Veterans of the United States of America in 64th 
annual national convention assembled in New York City, August 5-9, 1959, That 
we urge the Congress of the United States to enact appropriate legislation per- 
taining to the mutual security appropriations bill which would prohibit disburs- 
ing any appropriated funds to any countries which practice such discrimination ; 
and be it further 

Resolved, We urge that in no instance should these practices or prejudices, 
with their evil consequences, be permitted to become a part of the practice of any 
of the agencies of our Government. 


DE LANpb, Fua., Varch 16, 1960. 
Senator J. WILLIAM FULBRIGHT, 
Washington, D.C. 

DEAR SENATOR: In a recent press release you were quoted as saying that 
President Eisenhower scorns idea men. I, therefore, assume that you welcome 
them. Sol herewith submit an idea for your consideration. 

In the February issue of the Reader’s Digest there is an article entitled 
“Harry Morgan’s Friendship Ambassadors.” I feel sure that you have read it 
and I will not go into it for that reason. 

It seems to me that this young man has emphasized the need for some means 
whereby all foreign students who come here for various educational purposes 
may, if they so desire, see our whole country. They should, it seems to me, be 
guided by a planned itinerary and program similar, perhaps, to the one used 
by Mr. Morgan. 

Such a project could undoubtedly be carried out on a voluntary basis and 
without cost to the foreign students. The funds could be provided by the vari- 
ous philanthropic funds, such as the Ford Foundation, and the assistance of the 
numerous service organizations, such as Rotary, Kiwanis, etc., could be enlisted. 

This suggestion is made to you for the reason that the legislation which au- 
thorizes the foreign students to come to our country has had your sponsorship 
and bears your name when referred to in the press. I feel sure that if the 
suggestion made herein meets with your approval, it would be successful with 
your support. 

Of course a voluntary plan, as suggested above, would need some capable and 
enthusiastic person to head it. Why not start with Mr. Morgan? 

Sincerely yours, 
J. E. GROSE. 


{From the Reader’s Digest, February 1960] 


Do you want to help this young man with a genius for friendship 
who is leading some of our 50,000 foreign students to change their 
distorted picture of American life? 


HARRY MORGAN’S FRIENDSHIP AMBASSADORS 


(By Clarence W. Hall) 


One day last spring Harry Morgan, student body president at Rutgers Uni- 
versity, New Brunswick, N.J., listened aghast as an exchange student from 
Pakistan ticked off his impressions of the United States. Nural Khan’s opin- 
ions embraced many of the stock criticisms of this country that are voiced 
abroad—stereotypes gained from newspaper headlines, from American movies, 
and tourists. 

These false images—many of them Communist inspired—picture the United 
States as the land of disrupted family life, low moral standards, quick disecrimi- 
nation against all people of color. According to surveys made by the U.S. State 
Department, Americans are believed to be smugly complacent, shallowly re- 
ligious, politically naive, lovers of gadgets and luxury, frenzied pursuers of the 
fast buck. They are said to know little of foreign peoples--and to care less. 
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Harry Morgan was shocked to discover that Nural Khan held these opinions 
since the young Pakistani had been living in the United States for 2 years. Nural 
Khan was slated to return home soon, and would be taking with him these 
twisted images of his host country. 

“Tell me, Nural,” Harry Morgan asked, “how much of the United States have 
you seen beyond this campus? How many Americans have you met?” 

Khan admitted that he’d been no farther than New York City. His off-campus 
contact with Americans had been limited to an occasional visit to a fellow 
student’s home for a holiday dinner. 

Harry Morgan did some research into our gigantic student-exchange program. 
He discovered that there were then in the United States 47,245 foreign students 
from 131 countries. A large majority were here on scholarships provided by the 
U.S. Government or private philanthropy, representing an investment of more 
than $200 million. And only a tiny minority ever had a chance to see the country 
and meet Americans in their own homes and communities, sample their friendli- 
ness, grasp their way of life. 

Convinced that Americans were getting small return on their whopping invest- 
ment in goodwill, Harry Morgan resolved to do something about it. A personable 
young man of 25, with an easy charm and quick smile, he was not without experi- 
ence in helping visitors from abroad learn about the United States. For 3 
previous years—the first time when he was on leave from the Air Force—he'd 
brought to the States small groups of average but critical Europeans. Sup- 
ported by friends who bought “shares” (at $1 each) in his one-man ambas- 
sadors-for-friendship program, he’d given the visitors grassroots tours, sent 
them home singing praises of the United States. In his ambassadors’ treasury 
he had $1,000, and he determined, with the approval of his “shareholders,” to use 
this for a nationwide tour with four foreign students. 

Nural Khan, of course, was first on his list. A Fulbright scholar studying for 
his master’s degree in economics, Khan was a leader among foreign students at 
Rutgers, was committed to enter Pakistan’s diplomatic service upon his return 
home. To find three others to join Khan on the tour, Harry Morgan talked with 
150 foreign students at Rutgers and New York City’s International House. 
Beyond a warped point of view about the United States, his guests to be needed 
eertain qualifications: a winning personality, a sufficient facility in English 
to communicate to Americans an interesting picture of their own countries and 
customs, and an ability to interpret to their homelands what they saw of this 
country. After 6 weeks, Morgan had found his three other young ambassadors 
for friendship. 

Dorio Mutti, a student at Rutgers, came from Parma, Italy, a town largely 
Communist. Dorio was acting as U.S. correspondent for his home newspaper, 
Gazzetta di Parma—and his dispatches had been bitter. 

José Aruego, Jr., from the Philippines, a lawyer turned artist, was studying 
at Parsons School of Design in New York. José was doing a series of American- 
life sketches which he planned to send to a Manila newspaper. Titled “This Is 
America,” the drawings were clever caricatures of New York City’s worst aspects. 

Hugo Vercelli, from Argentina, was a civil engineer attending classes at 
Columbia University. Handsome and a fiery speaker, Hugo had been a student 
leader in the revolt against PerOn. He had come to the States “to learn from 
Americans how to preserve our democracy,” had found little chance to learn 
about “the real America” save through textbooks. Bitterly he said, “I could 
have read these at home.” 

Calling the four together, Morgan explained the all-expenses-paid, 2-month 
trip for which they had been selected. 

“But where’s all the money coming from, Harry? Are you rich?” 

He replied, “Yes. Rich in friends, many of whom I haven’t even met.” He 
showed the students the long list of his shareholders who had financed his 
previous ambassadors-for-friendship tours. 

His tentative itinerary covered 38 States. ‘‘We’ll see a lot of natural beauty,” 
he said. “But mainly we'll meet people, the kinds who make America what it is. 
You’ve got your ideas about them. Let’s find out if you’re right.” 

When they had examined the itinerary, he asked, ‘““Anywhere else you’d like 
to go?” One said, “How about Little Rock?” Harry promptly added it. Noth- 
ing was to be off limits on this tour. 





1See “Harry Morgan's People-to-People Adventure,” the Reader's Digest, February 1958. 
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Needing a car for transportation Harry wrote to George Romney, president of 
American Motors. Back came a wire: “What color?’—and a few days later a 
new red-and-white Rambler station wagon was delivered, inscribed with the 
words “Ambassadors for Friendship” and the names of the countries represented 
by the students. From the Hilton Hotel Corp. came a letter offering hospitality 
in any city where the Hilton organization had a hotel. From friends of former 
tours came offers of hospitality in their homes, more than Harry could ever use. 

After 4 days’ briefing on facets of American life by history professor George 
Frick, the young ambassadors set out to see how the facts fitted their notes. The 
first leg of the itinerary took them to Washington, D.C., to see the U.S. Govern- 
ment at work, thence to Williamsburg, Va., shrine of the American heritage. 
Among the first private citizens they met were Harry Golden and Carl Sand- 
burg, in North Carolina. 

Golden, author of the best seller “Only in America,” took the boys to his home, 
talked for hours of his experiences as “a poor kid with all the strikes against 
him, member of a minority group, growing up in all the wrong places, doing 
most of the wrong things, but—thanks to the understanding encouragement of 
Americans of all creeds and colors—managing to snatch a measure of success out 
of it all.” 

The day spent with Sandburg at his home was, as one of the students expressed 
it, “like a visit with Lincoln himself.” Sandburg received them warmly, recited 
for them his poems in praise of America and excerpts from speeches by Lincoln 
“who gathered the feel of the American dream and saw its kindred over the 
earth.”” They left the great poetic interpreter of America’s spirit with his words 
ringing in their ears: “We need your understanding of America. We need you 
to help us understand your countries. Let’s weave the strands of understanding 
from both ends. Only so can we truly join the family of man.” 

Sandburg’s parting shot: “From here you go to Little Rock. You'll find 
menibers of the family of man there, too.” 

To their surprise they did. And no other place on their tour did their 
image of what’s wrong with America undergo such a sharp change. Harry 
Morgan saw to it that they met representatives of every shade of opinion on the 
issues and events that have given Little Rock an ugly reputation around the 
world. They talked with school board members and teachers, with white and 
Negro students. Harry S. Ashmore, Pulitzer Prize winning editor of the 
Arkansas Gazette, spent an afternoon with them, reviewing the segregation 
problem from the Civil War to the present. 

Nural Khan was fearful at first that his own dark skin would cause trouble. 
His fears melted fast. Standing on the street the first day in Little Rock, he 
was approached by a man who, with hand extended, said, “You're one of the 
foreign students I read about in the paper? As just an average citizen, may I 
welcome you to my town?” 

Hundreds of other average citizens displayed equal eagerness to correct the 
unhappy image of Little Rock projected around the globe. After every press 
mention of the students’ presence, calls flooded in: “Please give us a chance to 
entertain these boys in our homes. We'd like them to hear the other side of 
the story.” 

“We got the humbling reminder that the U.S. South has no exclusive corner 
on prejudice,” Nural Khan said. ‘When I get home and hear someone mention 
Little Rock, I must remind him that we Pakistanis have not entirely banished 
our caste system.’ Dorio Mutti wrote home, “Before we condemn Little Rock, 
we should remember that Italians are not bereft of their prejudices toward 
Ethiopians.” 

Everywhere across the country Harry Morgan showed his students how aver- 
age Americans live, work, play, worship, think. He took them to church clam- 
bakes and ball games; to PTA meetings, women’s clubs, and political rallies; to 
factories and industries to see how management and labor get along; to courts 
to see how U.S. justice works. 

While traveling through the West, one of them said, “Look, Harry, how about 
the American Indians? Don’t they hate the Government for taking their land, 
herding them into reservations?” 

Harry replied, ‘“Let’s look up some and find out.” 

In Arizona they visited a section of the Hopi Reservation. The chief took 
them on a tour of a village, introduced them to members of the tribe, told how 
they spent their time hunting, building homes, working together to make a 
better life for all. “My people are happy,” said the chief. “They are free to. 
pursue their own life and culture as they wish.” 
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Most stops during the trip were impromptu—depending upon where nightfall 
caught them. ‘“We’ll take potluck with American hospitality,” Harry told them, 
“spontaneous and unrehearsed.” 

Passing a farmhouse at day’s end, Harry Morgan would drive up, explain the 
purpose of the tour—and invariably the whole group would be invited in. They 
would be fed a huge farm supper, then made comfortable for the night in spare 
rooms or invited to spread their sleeping bags in a barn. 

At an Oklahoma farm, one such stop was extended to 3 days when a farmer 
and his neighbors insisted on giving the boys a taste of American farm life 
and themselves an experience in international understanding. The students 
got up at 4:30 in the morning to do farm chores. Just before they left, a com- 
munity dinner was organized, and farmers and their families came from miles 
around to hear the boys tell of their experiences in the United States and answer 
questions about their homelands. 

Passing a park in Hays, Kans., Harry spotted a picnicking crowd, stopped to 
inquire about road conditions ahead. “If you’re looking for America, you’ve 
found it,” said the chairman, who promptly swept them in to share the food 
and fun. 

In Marshalltown, Iowa, one night, they stayed at the home of a truckdriver. 
His wife cooked up a big chicken dinner, and the guests were bedded down on 
cots and sofas in the living room. 

Amazed at “such friendliness from people I’ve never seen before,” Hugo 
Vercelli from Argentina commented, “The most wonderful thing about America 
is its wonderful ‘little people’.” 

Stops were made in national parks—the Grand Canyon, Yellowstone, the 
Grand Tetons—where the boys camped out and cooked their national dishes 
for casual guests, sat around the campfires of vacationing American families, 
swapping cups of coffee and stories of their experiences. 

Another of their distorted images faded fast: that Americans are provincial, 
isolationist, selfishly uninterested in other peoples and their problems. Said 
the boy from Pakistan, “You know, I’ve just realized where my Fulbright scholar- 
ship comes from—not from some Government agency, but from the pockets of 
peoples like these.” 

The notion that Americans generally are “basically uncultured,” with little 
interest in art, literature, and music, was quickly debunked as the students were 
taken to art galleries, museums, libraries ; saw overflowing crowds at community- 
sponsored concerts; observed in humble homes well-stocked bookshelves, and 
stacks of recordings of the world’s finest music. 

Said Mutti, the Italian, “The thing that amazes me is that Americans don’t 
depend on government, as we Europeans do, to provide their cultural programs. 
They sponsor them themselves, pay for them themselves.” 

The Communist-inspired stereotype of the ‘greedy American capitalist” under- 
went sharp revision at the home of a wealthy industrialist in Michigan. “We 
expected to find him huddled over a stock ticker,” said Vercelli. “Instead, we 
found him in his basement, in overalls, hammer in hand, repairing a table for 
a library he’d founded. He talked at length about the educational foundation 
he had set up, and the fun he was having in giving away practically everything 
he had.” 

Aruego added, “Wealthy men in our countries don’t do such things.” 

American family life—formerly pictured for them as “disrupted and spoiled 
by easy money and easy living’—also was a revelation. Speaking before civic 
clubs or giving newspaper interviews, they told their audiences, ‘““Nobody is so un- 
justly maligned in our countries as the American woman.” They stated their 
amazement at discovering “how smoothly she runs her home without servants, all 
the while serving as wife and mother, cook and seamstress, counselor and chauf- 
feur—yet somehow finding time for community service as a volunteer worker.” 

As for America’s alleged “loose living and immorality,’”’ one told a reporter, 
“We've visited towns all across the country; none of them looked like ‘Peyton 
Place’ to us.” Another demanded, “Why do you allow your movies sent abroad 
to misrepresent you so horribly ?”’ 

Perhaps the sharpest effect was registered by Dorio Mutti’s weekly articles 
on America published in his Communist hometown’s Gazzetta di Parma. His 
descriptions of Americans (the Iowa truckdriver who “can afford to have a 
TV set in his home and a new e¢ar in his garage,” or the housewife in Salinas, 


” 


Calif., who “stayed up late to wash and iron our laundry”) created a sensation. 
Parma’s Communist mayor told Dorio’s father, ‘Your son is giving us an under- 
standing of America we have never had before. 


” 
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The tour over, three of the students returned to their studies. Nural Khan 
applied to the U.S. Information Agency in Pakistan for a job. “I'd like to 
spread my message about America,” he said, “before entering my country’s 
diplomatic service.” 

Following his graduation from Rutgers University this June, Harry Morgan 
plans to devote his full time to widespread development of his ambassadors-for- 
friendship program in the United States. Next summer he will conduct another 
tour for students from abroad. As he says, “For generations the Statue of 
Liberty in New York Harbor has been inviting the world to send its tired, its 
poor, its huddled masses. Today they’re sending us their brilliant, their gifted, 
their leaders to be. It takes so little—for an individual, a group, a commu- 
nity—to show these, too, at firsthand what American freedom is.” 


DECLARATION OF ATLANTIC UNITY, 
New York, N.Y., April 5, 1960. 
Hon. J. W. FULBRIGHT, 
U.S. Senator, Senate Office Building, 
Washington, D.C. 

DEAR Mr. CHAIRMAN: I enclose a statement on the Mutual Security Program 
which has been signed by the five U.S. sponsors of the Declaration of Atlantic 
Unity in behalf of over 70 U.S. signers of the declaration as listed on the back 
of this letterhead. 

We hope you will agree that these people represent a mature and thoughtful 
body of opinion in this country. 

We trust you will give earnest consideration to their views in the considera- 
tion of the Mutual Security Program. 

Very sincerely yours, 
LirHcow OSBORNE, 


DECLARATION OF ATLANTIC UNITY—STATEMENT ON MUTUAL SECURITY PROGRAM 


On behalf of the U.S. signers of the Declaration of Atlantic Unity, we urge 
the Congress to provide for the full Mutual Security Program requested by 
President Eisenhower. 

Six years ago the original 244 signers of the declaration from NATO countries 
stated: “This is no time for half-hearted measures.” 

During these 6 years our situation has grown even more critical. Communist 
capabilities to apply military, political and economic pressures have been greatly 
expanded. The future of the Atlantic Community and our own liberties at 
home depend, in major degree, upon whether the underdeveloped countries 
of the world maintain their freedom or are forced into the Communist bloc. 
Progress, and even freedom in the West, cannot continue if the ramparts of 
the free world crumble elsewhere. 

This year of unprecedented negotiations with Soviet Russia is crucial. It 
is a year in which we must support the strength of our allies and friends, and 
maintain our forward defenses, not weaken them. 

As the report of the President’s Committee To Study the U.S. Military 
Assistance Program stated: “The only alternative we can see to the inter- 
dependent allied free world, strengthened by our aid where needed, would be 
the Fortress America concept—taking our first stand in the last ditch.” 

The Mutual Security Program has long been a central pillar of our foreign 
policy. It has been the foundation of the success of NATO. It has preserved 
the frontiers of freedom in Asia. As an investment in security it has provided 
us more defense per dollar than our military expenditures at home. With its 
predecessor, the Marshall plan, it has made possible the recovery and present 
prosperity of Western Europe. It now affords our best hope that the newly 
independent developing countries will remain free. 

Crippling cuts in this year’s Mutual Security Program would jeopardize all 
these gains of the last decade. They would undermine the common defense 
efforts of NATO and reduce the effectiveness of our other defensive alliances. 
They would weaken free institutions in the developing countries and increase 
their vulnerability to Communist pressures. 
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We must all face up to the fact that our Mutual Security Program is an 
essential element in the continuing effort we are compelled to make to survive 
as a free Nation. Our country must either go forward on the road it has 
followed since 1947, or retreat in weakness. To go forward effectively in this 
critical year requires carrying out the Mutual Security Program in full. 

WILL L. CLAYTON, 
WILLIAM H. Draper, JR., 
HueH Moore, 
LItHGOW OSBORNE, 
HANS CHRISTIAN SONNE, 
U.S. Sponsors, Declaration of Atlantic Unity. 


APPENDIx B—ADDITIONAL INFORMATION FURNISHED BY THE EXECUTIVE BRANCH 
STATEMENT OF OFFSETTING OF REDUCTION IN DEFENSE Support BY DLE LoOANs 


Loans approved by the Development Loan Fund since fiscal year 1958 have 
offset only to a limited degree the substantial reductions in project aid to the 
seven Far East countries receiving defense support assistance—namely, Cam- 
bodia, China (Taiwan), Korea, Laos, the Philippines, Thailand, and Vietnam. 
However, the extent to which DLF loans have filled the gap cannot be pre- 
cisely determined since requirements for project aid under defense support were 
developed on the assumption of increased DLE financing of development projects. 
The following data provide some approximation of the extent to which re- 
ductions in defense support project aid have been compensated by DLF loans. 

In fiscal year 1957, the year immediately preceding establishment of the DLF, 
a total of approximately $237 million was made available in the form of project 
aid under defense support programs in the Far East. The amount proposed for 
this purpose in fiscal year 1958 was $138 million, almost $100 million less than 
was provided the year before. The principal reason for this significant reduc 
tion was the expectation that the DLF would perform the major role in providing 
financial support for development projects. The amount actually made available 
for defense support projects from the reduced appropriation was $106 million. 
DLF loans in that year amounted to about $35 million, of which $28 million was 
approved for Taiwan. 

In fiscal year 1959, approximately $133 million was requested for project aid 
within the defense support programs proposed for the Far East that year. In 
the reprograming that followed the congressional reduction of defense support 
funds, only about $111 million was provided. DLF loans approved during that 
year amounted to nearly $113 million, including $50 million for the Philippines 
and about $21 million for Thailand. 

In fiscal year 1960, the amount proposed to the Congress for project financing 
with defense support funds totaled about $116 million. The amount currently 
programed for this purpose is approximately $72 million. DLE loan approvals 
thus far in this fiscal year amount to $17 million but additional loans are antici- 
pated before the close of the year. 


STATEMENT ON LACK OF LABOR PROJECT ASSISTANCE IN KOREA 


While ICA is interested in the development of sound labor programs in the 
countries receiving economic aid, ICA participation in such activities is predi- 
‘ated upon requests for assistance from host governments. To date, the Korean 
Government has limited its request for such assistance to ICA financing of 
technical training of Korean participants in the development and administration 
of labor protective legislation. Such help has been provided. 


QUESTION AND REPLY ON NEED TO GENERATE LOCAL CURRENCY IN THE PHILIPPINES 
AND THAILAND 


Question (Senator Carlson) 


Major portions of defense support programed for the Philippines and Thailand 
will be used to finance imports of cotton and petroleum, respectively, to gen- 








— 
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erate local currency for military and other purposes. It is not clear from the 
presentation book (Far East vol., pp. 146 and 164) whether the basic justifica- 
tion for assistance lies in the need for the countries’ economies for commodities 
or whether it lies in the need of the program for more local currency. 


Answer 

As shown on page 146 of the Far East presentation, ICA-financed imports of 
cotton help to assure a more adequate supply of this essential raw material 
for Philippine industry than the country can finance with its own limited foreign 
exchange. Similarly as indicated on page 164 of the presentation, imports of 
ICA-financed petroleum and petroleum products are essential to the Thai econ- 
omy. Thus, in each instance, ICA financing helps to meet an import require- 
ment for the commodities per se. 

In both the Philippines and Thailand, however, the basic justification for 
ICA financing of these imports rests on the need to generate local currency to 
meet the internal costs of MSP activities which help maintain political and 
economic stability and strengthen the military posture of these countries. The 
amount of local currency needed for these activities, which the countries can- 
not finance from their Own resources, determines the level of defense support 
financing required for commodity imports such as those mentioned above. 
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